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FOREWORD 


This manuscript is one of a series which was prepared 
for the Public Land Law Review Commission as part of its 
data base in forming the recommendations for future public 
land policies that have been forwarded to Congress and the 
President of the United States in our report titled One 
Third of the Nation's Land. 


In establishing the Public Land Law Review Commission 
in September 1964, Congress declared the following policy: 
That the public lands of the United States shall be (a) 
retained and managed or (b) disposed of, all in a manner 
to provide the maximum benefit for the general public. It 
also directed that a comprehensive review be made of the 
public land laws and the related administrative rules and 
regulations to determine whether and to what extent revi- 
sions are necessary to accomplish the stated policy objective. 


Considerable evidence pointed to the need for such a 
review. Dating back in some cases to the birth of the na- 
tion, our public land laws have developed over a long period 
of years through a series of Acts of Congress which are not 
fully correlated with each other. Administration of the 
public lands and the related laws has been divided among sev- 
eral agencies of the Federal Government. Quite possibly, 
these laws and the manner in which they are administered may 
be inconsistent with one another and inadequate to meet the 
current and future needs of the American people. 


The Commission was instructed to: 


1. Study existing statutes and regulations governing 
the retention, management, and disposition of the 
public lands; 


2. Review the policies and practices of the Federal 
agencies charged with administrative jurisdiction 
over such lands insofar as such policies and 
practices relate to the retention, management, 
and disposition of those lands; 


1/available from the Superintendent of Documents, U.S. 
Government Printing Office, Washington, D. C. - Price $4.50. 
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3. Compile data necessary to understand and deter- 
mine the various demands on the public lands 
which now exist within the foreseeable future; and 


4. Recommend such modifications in existing laws, 
regulations, policies and practices as will, in 
the judgment of the Commission, best serve to 
carry out the policy objective. 


To fulfill these requirements, the staff was charged 
with the responsibility of performing or having performed 
the appropriate research and of then presenting to the Com- 
mission all the information and data necessary as a founda- 
tion for the Commission's deliberations, conclusions and 
recommendations. A study program encompassing various sub- 
ject areas was undertaken and separate manuscripts were 
prepared covering each of 33 separate topics. 


In fulfillment of a policy of maintaining the smallest 
technical and professional staff possible, most of the 
studies were accomplished under contract with individuals, 
institutions such as universities, and research organiza- 
tions; a few of the studies and analyses were accomplished 
in-house by the Commission staff, some with consultant 
assistance. 


Thus, while we reviewed the whole body of public land 
laws at one time, each study was designed to examine only a 
portion of the public lands complex and should be utilized 
with this understanding. There is, therefore, an interre- 
lationship among the studies and the resultant manuscripts 
that will require review and examination of more than one 
report in order to obtain a complete view of any one aspect 
of public land law and administration. 


Each manuscript was transmitted from the staff with a 
letter discussing the content of the report and setting 
forth the policy matters to be considered with respect to 
the particular subject. A copy of the letter of transmittal 
for this report has been made a part of this volume in order 
to assist in the understanding of the approach. 


These manuscripts served an extremely useful purpose in 
providing a common base for discussion in the Commission and 
between the Commission and its Advisory Council and the rep- 
resentatives of the 50 governors. We believe that they will 
also be valuable as reference works, not only on Federal 
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public land matters but concerning all of our natural re- 
sources, for use by all levels of government -- Federal 
state, and local -- and the academic community as well ae 
those who are interested in the tremendous natural resources 
that we, as a nation, possess. 


Wayne N. Aspinall 
Chairman 
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Public Land Law Review Commission 

1730 K STREET, NW: ) 

WasHincTon, D. C. 20006 
July 24, 1970 

Honorable Wayne N. Aspinall 
Chairman 
Public Land Law Review Commission 
Washington, D. C. 


Dear Mr. Chairman: f 
Transmitted herewith is a Study of Appraisal Techniques and 
Procedures Utilized in Connection with Actions Related to 
Federal Public Lands, prepared for the Commission by Kronick, 
Moskovitz, Tiedemann & Girard, attorneys at law, in collabo- 
ration with Richard C. Wolcott, member of the American Insti- 
tute of Real Estate Appraisers. 


The contractors' report was originally submitted to you with 

our letter of December 31, 1969. After you made copies avail- 

able to the members of the Commission and the Advisory Council 

and Governors’ Representatives, the manuscript was reviewed 

and comments were received from them. In addition, our staff ) 
reviewed the manuscript. The contractors were then furnished 
with all the comments for their consideration so that inac- 
curacies could be corrected.1/ However, since this is their 

report and not that of our commentators, we have not requested 

the contractors to make any changes based on interpretations 

or opinions unless they agreed with them. 


This study was designed to provide the Commission with infor- 
Mation to help it determine whether the existing system of 
appraising land and resources in connection with public land 
transactions is adequate and proper in the context of assuring 
that the public lands of the United States are retained and 
managed, or disposed of, all in a manner to assure maximum 
benefit to the general public. 


In our view, the principal questions which emerged from this 
study for the Commission's consideration were the following: 


1. Is an appraisal necessary in each instance in 


ee ee 
1/ The comments referred to are part of the official files of 

the Commission. When the Commission ceases to exist, these ) 
files will be deposited with the National Archives, Washington, 

Diegcrs 
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which the Commission recommends that the United 
States should obtain full or market value? If 
the answer is "no", should there be statutory ex- 
ceptions by class of goods and services, by class 
of users, or by the projected sale or lease price; 
or should it be left to the administering agency 
to decide on a case by case basis? 


Is a formal appraisal necessary as a basis to es- 
tablish price in those instances where the Com- ~ 
mission recommends that public lands or their 
resources may be made available for less than 
full value, i.e., may price be a flat sum rather 
than a percentage of value? 


Is a formal appraisal necessary in each instance 

as a basis to establish the price that the United 
States should pay for land it obtains through 
either direct purchase or exchange? If the answer 
is "no", should there be statutory exceptions by 
type of transaction or by purchase price, or should 
it be left to the discretion of the acquiring agen- 
cy to decide on a case by case basis? 


In those instances where appraisals are necessary, 
are they being accomplished properly? 


a. Are the executive departments and agencies so 
organized as to permit the appraisal function 
to be performed adequately? 


b. Where one department or agency, in connection 
with its proposed acquisition or exchange of 
public lands, has an appraisal of the land 
performed or contracted for by another Fed- 
eral department or agency, should the acquir- 
ing agency have the right to approve the 
appraisal prior to consummating the transaction? 


c. Are there logical procedures in effect to de- 
termine when an appraisal should be performed 
by a member of the staff or under contract? 
If the answer is "no", can such procedures be 
established on a fairly uniform basis? 


Whether qualifications for appraisers ought to be formally es- 
tablished is a question related to the other matters dealt with 
by this study. 


Although some universities, colleges, and 


=-—V=— 


professional organizations offer appraisal courses, there is 
no single standard governing their content or requirements for 
their completion. Similarly, appraisers engage in their work 
with no licensing requirements. Thus, a final question is 
presented to the Commission, even though it is not treated in 
the study: 


5. Should uniform standards be adopted for all depart- 
ments and agencies, establishing minimum qualifica- 
tions for appraisers, whether staff Or contract, by 
type of appraisal to be performed or the projected 
amount of the transacticn? 


The staff project officer for this study was Joe W. Ingram. 
Andrew C. Mayer was the associate project officer. 


incerely, | 


Milton A. Pearl 
Director 
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Ered 5. Morr Jerry Sadler 
Department of Natural Land Commissioner 
) Resources General Land Office ) 
Columbus, Ohio Austin, Texas PUBLIC LAND LAW REVIEW COMMISSION 
OKLAHOMA UTAH Background 
Bill Sharp Glen M. Hatch 
c/o Commissioners of Counsel The public lands of America date back to the time 
the Land Office Mountain Fuel Supply Company » Of the Union's formation. Then, and soon thereafter, 
Oklahoma City, Oklahoma Salt Lake City, Utah seven of the original States ceded to the Central Gov- 
x ernment some 233.4 million acres of land lying west- 
OREGON VERMONT. ad ward to the Mississippi River. Thereafter, through 
Robert F. Smith Belmont Pitkin purchase and treaty, the United States acquired an ad- 
Speaker of the House Coordinator of Land Use ditional billion acres of public domain, the last ac- 
of Representatives Goddard College quisition being the purchase of Alaska from Russia in 
Salem, Oregon Plainfield, Vermont 1867. Altogether, nearly 2 billion acres of land in 
; 32 States have been part of the public domain at one 
PENNSYLVANIA VIRGINIA time or another. 
Irving Hand Marvin M. Sutherland : 
Executive Director Director “At first, these lands were sold for their revenue. 
State Planning Board Department of Conservation Eventually, however, as the pioneers swept westward, 
Harrisburg, Pennsylvania and Economic Development: i the revenue-raising policy was replaced by one stress-= 
Richmond, Virginia ing settlement and development of the land. The Home- 
RHODE ISLAND stead Act of 1862 was the first of a series of settle- 
Adolph T. Schmidt, Director WASHINGTON ment and development laws enacted over a period of 
) Rhode Island Development Council Bert L. Cole ) some 60 years - the desert land law, mining laws, and 
Providence, Rhode Island Commissioner of Public Lands | the various homestead laws - all designed to meet a 
Olympia, Washington particu’ ir need of the period. Meanwhile, many mil- 
SOUTH CAROLINA lions of acres were transferred to private ownership 
Daniel R. McLeod ; WEST VIRGINIA through military, railroad, and other land grants, in- 
Attorney General T. R. Samsell, Director cluding various grants to the States. 
Columbia, South Carolina Department of Natural 
Resources Through these means, nearly 1.2 billion acres 
SOUTH DAKOTA Charleston, West Virginia have passed from Federal ownership, leaving approxi- 
Ingebert Fauske e mately 715 million acres of the original public domain 
Quinn, South Dakota WISCONSIN lands in Federal ownership. Of these 715 million acres 
Robert W. Warren 364 million are in the State of Alaska. Add to this 
TENNESSEE Attorney General the 52 million acres acquired for various purposes, and 
William Slayden (Col.) (USA-Ret.) Madison, Wisconsin federally owned lands today amount to approximately 
Deputy Commissioner : 770 million acres - about one-third of the Nation's 
Department of Conservation WYOMING total land area. Some of these lands are in national 
Nashville, Tennessee Frank C. Mockler ' forests and some are reserved for national parks, wild- 
Lander, Wyoming life refuges, and other specific uses; but more than 


half constitute the "vacant and unappropriated" public 
domain lands which have never left Federal ownership 
and have not been dedicated to a specific use pursuant 
to legislative authorization. 


The Act establishing the Public Land Law Review 
Commission contains in section 10 the following defini- 
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As used in this Act, the term "public 
lands' includes (a) the public domain of 
the United States, (b) reservations, 

other than Indian reservations, created 
from the public domain, (c) lands per- 
manently or temporarily withdrawn, reserved 
or withheld from private appropriation 

and disposal under the public land laws, 
including the mining laws, (d) outstand- 
ing interests of the United States in lands 
patented, conveyed in fee or otherwise, 
under the public land laws, (e) national 
forests, (f) wildlife refuges and ranges, 
and (g) the surface and subsurface resources 
of all such lands, including the disposi- 
tion or restriction on disposition of the 
mineral resources in lands defined by ap- 
propriate statute, treaty, or judicial de- 
termination as being under the control of 


the United States in the. Outer Continental 
Shelf, 


Working with the Commission are a 33-member Ad- 


visory Council and the representatives of the 50 State 
Governors. 
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Each year the Government is involved in thousands of real 
estate transactions. It acquires. interests in, property for 
various. projects, disposes of land and. cyechanges- public lank 
for private holdings. In almost all cases, either by statute 
or administrative regulation, an appraisal is required before 
the transaction can be completed, 


In 1968 over 50,990 appraisals were made by or for the 
Federal agencies. These appraisals furnished information upon 
which administrators made decisions involving public lands. 
Oftentimes, these decisions involved properties worth millions 
of dollars. Consequently, the adequacy of the appraisals was 
important. The purpose of this study is to examine the apprai-— 
sal techniaues and procedures used by various Federal agencies 
to determine whether they are adequate to assure sound 
appraisals. 


The Appraisal Process 


Before examining the appraisal practices used by Federal 
agencies, it is necessary to have some understanding of the 
process used in making an appraisal. An appraisal, in its 
simplest terms, is an estimate. The procedure employed by the 
professional appraiser in making such an estimate is called the 
appraisal process and consists of a series of steps which the 
appraiser follows in solving the problem presented to him. In 
this process he defines the problem, makes a preliminary survey 
and prepares an appraisal plan, collects, analyzes and classi- 
fies the necessary data, utilizes the various approaches to 
valuation, correlates the values indicated and finally makes 
his estimate of value. 


The value which the appraiser is asked to estimate can 
vary depending upon the purposes of the appraisal. He may be 
requested tc determine the insurable value of the piece of 
property, its loan value or an estimate of value that. can be 
used for taxaticn purposes. However, the appraisals used in 
connection with public land transactions, are senerally made to 
determine "market value." There are many definitions of 
"market value," with one cf the most concise steinr: 


f Ascusva lly saa that manitet. wad veces 
HINAT, Canes. Ll oe OU VC WO DEG aa Veet CoSiamar 
a willine seller. 1/ 
i/ United States v.. Miller, 317 US 269 -ss7Ns(yola),. 
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In preparing his appraisal Plan, the appraiser must 
determine the highest and best use of the property being 
appraised. The importance of properly making this determina-— 
tion cannot be overemphasized. Differences of opinion on 
nighest and vest use often account for differences in value 
estimates. ‘bviously, if the highest and best use is con- 
sidered to be for commercial purposes, the property will have 
a different value than if the highest and best use is for 
erazing. 


Another step in preparing the appraisal plan is to select 
the valuation approaches to be used. There are three standard 
approaches used in appraising: (1) the market data approach 
(sometimes referred to as the comparable sales approach) ; 

(2) the cost approach; and (3) the income approach. The market 
Gata approach compares the property being appraised to actual 
Sales of properties comparable thereto. It is based on the 
Premise that informed persons will not pay more than or take 
less for a niece of property than is actually being paid in the 
real estate market for similar properties. 


In the cost approach the appraiser estimates the repro- 
duction costs of the improvements on the property, deducts the 
amount of accrued depreciation and adds the estimated value of 
the land determined by one of the other app ROACH eS wae aas 
approach is based on the economic concept that the value of 
the commodity is its cost of production. It can be a useful 
approach in appraising properties where improvements are a 
major portion of the value. 


The income approach achieves an estimate of value by con- 
Sideration of the quality and quantity of the income stream 
which the property is capable of producing, by deducting the 
expenses necessary to produce the income and by then "capital— 
+zine" the residual into an indication of value. This approach 
is used for valuing income producing properties, particularly 
properties which are subject to rental or lease agreements. 


Generally, the market data approach is considered the most 
reliable approach. When there is adequate data on comparable 
sales, the other two approaches are often used only as a check 
on the value indicated by the market data approach. However, 
there are situations where comparable sales are not available. 

In such cases the cost or income approach must be relied on as 
the primary indication of value. -In the ideal situation there 
would be sufficient data to enable the appraiser to use all three 
approaches. 


After the appraiser has determined which of the approaches 
can be used, he collects general data from the market area, as 
well as svecific data on the property being appraised, which 
he uses in his applying the approaches. When he has completed 
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his anolysis he correlates the valuations determined Mt mtetite 
various approaches and makes Jits final estimate of value. 

flany times the appraiser is confronted with problems that 
reguire special consideration or modifications in the nopmea | 
appraisal process. One problem frequently encountered in mak ing 
appraisals for public agencies involves valuation for eminent 
domain proceedings. In such cases the appraiser must take Cor— 
nizanee of several factors unique to condemnation cascs such as 


any enhancement or diminution in the value of the property caused 
by the public project, and the extent, if any, of severance 
damages and offsetting benefits. The general rule in appraising 
for condemnation is to recognize neither the enhancement nor the 
Giminution in value resulting from the proposed public project. 
Severance damages and offsetting benefits may be present when 
the condemning agency tales only a portion of the owner's 
property. Severance damages have been defined as the damage to 
the part not talen which arise by reason of the taking and/or 
the construction of the improvement in the manner proposed. 
Offsetting benefits may accrue to the remaining property by 
virtue of the construction of the proposed property. There are 
various ways to measure severance damages and offsetting bene- 
fits and the laws are not the same in all (UPL S Cac tons glee 
important point is that the appraiser know which rule he is to 
follow in making his appraisal. The applicable rule does not 
affect the technique the appraiser uses in making his appraisal, 
but may affect the data he will consider and his ultimate 
estimate of value. 


The Existing Federal Legal System 


The appraisal techniques and practices used by Federal 
agencies are primarily prescribed by administrative rules and 
regulations and not by statute. While there are a number of 
laws that require some type of valuation of property, the 
statutes generally do not prescribe how this valuation should 
be made. For instance, statutes authorizing exchanges often 
state that the properties to be exchanged must be equal or . 
approximately equal in value but do not expressly require a for- 
mal appraisal. lven those statutes that refer to appraisals 
or appraised market value do not specify the BROCeESS Chater must 
be used in makinm the appraisal. The detailed requirements 
Soverning appraisal practices are found in the administrative 
manuals, 


In study extensive examination was made of the 
apprelis cedures prescribed by the Department of the 
Irnterio Forest Service and Land and Natural Pesources 
Uivisic he Department of Justice. Generally, the pre- 
Sie Pigec cures conform to the anpraisal practices recommended 
Ox prot al appralsing societies. 
Eiuekions: Vics ASS rer desert hed. say che 


working for these agencies are required to use one or more of’ 
them in making their appraisals. Considerable attention is 
given, in the Department of the Interior handbook, and the 
Department of Justice procedural fuide to appraising for con- 
demnation, with emphasis on severance damages and offsetting 
benefits. The Forest Service, not being as extensively 
involved in acquisitions by condemnation as the Department of 
Justice and some Interior agencies, does not elaborage on 
Severance damages and offsetting benefits to the same extent 
Tielts manual. 


The administrative regulations are generally quite ex- 
plicit in their directions on the preparation of appraisal 
reports and their review. The reports are required to show 
enough detail to clearly present the appraiser's line of 
reasoning. The regulations also require that appraisal reports 
be reviewed at one or more levels before they are approved and 
any action is taken with regard to the land being appraised. 
The appraisal reports are considered confidential documents, at 
least until the transaction has been completed. 


While the detailed appraisal procedures are dictated by 
administrative regulations and not by statutes, there are some 
statutes that do affect appraisal practices and the acquisition 
and exchange of property. Some laws, such as the Land Acquisi- 
tion Policy Act of 1960, permit officials to consider factors 
other than the appraised value in determining what to pay for 
property. Congress has not given this authority to deviate 
from the appraised value to all Federal agencies, Thus, some 
agencies are allowed to consider factors which other agencies 
cannot in determining what to pay for property being acquired. 


There are other instances of inconsistency in the existing 
legal system. Some laws on exchanges permit cash to be used to 
equalize the exchange where the values of the land involved are 
not equal. Other exchange laws do not permit such cash payments. 
In the latter case exchanges are restricted to those that can 
ce made on a land for land basis, 


There is a lack of uniformity in the statutes concerning 
the type of value to be determined in valuing property. Some 
laws use the term "market value" while others refer to "reason- 
able value," "appraised fair market value," "true value" and 
other types of value. Fortunately this lack of uniformity has 
not caused too many problems in appraising because the various 
Federal appraisal manuals have tended to ignore any intended 

istinections and insist that all appraisals be made on the 
casis of market value. 


Tne Existing Legal Systems In Other Agencies 


In order to permit some comparison of different legal 
systems, a review was made of the California and Tennessee 
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Valley Authority appraisal practices. The California appraisal 
practices differ from the Federal system in two important 
ways. First, California uses a siiphtly different definition 


of market value. In California, the accepted definition 
as determined by its courts, is: 


Wa rvei Va Wes Geet et Site, os ns able mnienesits 
price estimated in terms of money which 
the land would bring if exposed for sale 
in the open market, with reasonable time 
allowed in which to find a purchaser, 
buving with knowledge cf all uses and 
purposes to which it was adopted, and 
for which it was capable. 2/ 


This highest price concept does affect the appraisal practices 
in California in that appraisers are to determine the top of 
the range of value for the property, or the highest price for 
which the property would sell. 


The second major difference between California and the 
Federal Government is California's treatment of offsetting 
benefits. Under California statutes benefits can be offset 
only against the damages to the remainder of the land not 
taken. Benefits cannot be deducted from the value of the 
portion taken. This is different from the Federal rule where 
benefits can be offset against both damages to the remainder 
and compensation for the portion taken. 


Although the Tennessee Valley Authority is a Federal agency, 
it is governed by a corporation established by Congress and not 
directly under the authority of one of the executive departments. 
Its appraisal practices are somewhat unique and present an 
interesting comparison with those of the other Federal agencies. 


TVA's appraisals are made to encourage voluntary conveyance 
and avoid litigation. In their initial appraisals for nego- 
tiation purposes, TVA's concept of value provides for something 
more than the amount justified under the strict judicial con- 
cept of market value. If TVA is not successful in negotiating 
a-purchase,.it then reappraises the property on the basis. of 
fair market value.according to the judicial concept. In other 
words, TVA has two appraisal standards, the first for appraisals 
used in nezotiation and the second for appraisals used in con- 
demnation actions. 


2/ Sacramento Southern R.E. v. Heilbron, 156 Cal. 408, 409; 
104 P, 979 (1999) (emphasis added). 
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Current Appraisal Procedures of 
Various Federal Arencies 
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In preparation for this study the Public Land Linw Preview 
Commission submitted a questionnaire to twenty-five Wedern] 
agencies asking for responses to twelve questions. ‘The replies 
which are reproduced in an appendix, are summarized in the body- 


of this report. Spectal: emphasis is given to the answers of the 
~orest Service, the Land and Natural Resources Division of the 
Jepartment of Justice and five Department of the Interior 
agencies: Bureau of Land Management, National Park SSwV keer, 
Fish and Wildlife Service, Bureau of Reclamation and Bureau of 
Outdoor Recreation. 


The replies show that those extensively involved in land 
transactions are performing a great many appraisals through the 
use of staff and independent contract appraisers, The ratio 
of staff to contract appraisals varies from one agency to 
another. The statistics from all those agencies that submitted 
figures show that during the last three years almost ninety 
percent of the appraisals were prepared by staff appraisers 
with the remainder being done by contract appraisers. 


Each agency sets its own standards for contract appraisers. 
Many of the agencies indicated that they tend to favor apprai- 
sers who are members of some professional appraisal organization. 
Some of the agencies maintain lists of approved contract 
eppraisers but this is not a universal practice. There are no 
lists maintained for the use of all Governmental agencies and 
no central reference files on independent contractors who have 
worked for the Government. Most of the agencies indicated that 
before they hire a contract appraisal they will seek the con- 
currence of the United States Attorney if the appraisal is likely 
to be used in a condemnation case, 


There is a difference in attitude between agencies. with 
regard to staffing for appraisals. Some of the agencies use 
personnel whose sole duty is appraising while others have their 
work done by employees who are assigned other duties and do 
appraising as a part-time function. 


There is no centralization of the appraisal function 
within the Federal Government, or even within the various de- 
partments. Each agency has its own staff and is relatively 
independent. In addition to there being no centralization of 
staff, there is no Federal requirement for standardized proce- 
dures, no standardized training programs for appraisers and no | 
Government-wide career service in the appraisal fields 


£ll of the agencies, other than OVA, stated that they 
folliowed the same practices, procedures and polleiessfornsal) 
appraisals resardiess of whether the appraisal is made for an 


Bis 


acquisition, exchange or disposal. They also indicated that in 
virtually all instances an appraisal is mandatory before any 

real estate transaction is completed, regardless of the value 

of the property involved. It is only in isolated cases or pur- 
suant to specific statutory authorization that the transaction will 
be concluded without an appraisal. 


The agencies were asked to discuss the relationship between 
the values determined by their appraisals and the amounts paid 
for property acquired or received for property sold or leased. 
While the information submitted was rather vague and did not 
permit much meaningful comment, the figures do indicate some 
interesting variations. Some of the agencies said their 
acquisition costs tend to run within one to two percent of 
their appraisals while others indicated that acquisition costs 
may be approximately ten percent above appraised values. The 
Forest Service indicated that with regard to exchanges, where 
the law requires the Government to receive land at least equal 
in value to that given, it often receives land greater than 
that exchanged by the Government. 


The Case Studies 


Ten cases involving appraisals were examined to see 
whether good appraisal practices were used and whether there 
was compliance with the applicable Federal laws, rules and regu- 
dations. The comments on each case are based solely upon 
an examination of the material in the case files. No field 
examinations were made of the properties appraised, nor were 
any of the people involved in the appraisals interviewed. 


Four of the cases involved exchanges, three others in- 
volved disposals, two concerned acquisitions and one involved 
the determination of the rental value of a right-of-way. Seven 
of the transactions occurred in California with one each in 
Arizona, Colorado and Oregon. The Bureau of Land Management, 
the National Park Service, the Forest Service and the Corps of 
Engineers were the agencies involved. 


Case Study No. 1 concerns a disposal of Federal land under 
tne Color of Title Act which requires the Secretary of the 
Interior to cause the lands involved to be appraised and in such 
an appraisal consideration must be given to the "equities" of 
the applicant. 


Case Study No. 2 involved an exchange of private land in 
the Point Reyes National Seashore area for public land in 
Arizona. The offered private land was acquired by the National 
Park Service and the selected Federal land was under the juris- 
diction of the Kureau of Land Management. Five different ap- 
praisals were made, some of which were rejected by the Bureau 
of Land Manarement as not meeting Department of the Interior's 
standards. After supplementing some of the reports, amreement 
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was finally reached and the exchange was consummated. 'I'he 
case illustrates some of the problems caused by a lack of 
uniform appraisal standards. 


Case Study No. 3 was a public sale made pursuant to 
the Public Land Sale Act of 1964 which requires that the land 
be sold for not less than its “appraised fair market value." 


Case Study No. 4 involved an acauisition of a road 
right-of-way by condemnation by the Bureau of Land Management. 
The Bureau had three appraisals made. At the trial, the 
Government witness testified that the property was worth 
$1,750, the owner's testimony was that it was worth $11,500, 
and the jury awarded $10,040. This case illustrates an extreme 
difference of opinion on value and the disastrous consequences 
that can befall the Government if its appraisals do not appear 
CrediDLe TOVaaIUry.. 


Case Study No. 5 examines a Forest Service exchange and 
illustrates some differences of opinion between staff and 
contract appraisers. It shows some of the problems encountered 
under exchange statutes that do not permit cash to be paid to 
equalize values. 


Case Study No. 6 is somewhat different in that it does not 
deal with just one transaction but compares the preliminary 
estimates of value, the appraised values and the final acqui- 
sition costs for a Corps of Engineers' project involving some 
thirty-three parcels of land and over seventy appraisal reports. 


Case Study No. 7 concerns the determination of the rental 
value of a revocable right-of-way granted over Forest Service 
lands. The rental was based on the fee value of the property 
and not upon rental rates for comparable properties in the 
area. 


Case Study No. 8 reviews proposed exchange under the 
Taylor Grazing Act which was never consummated because the inde- 
pendent contract appraiser employed by the Bureau of Land 
Management determined that the offered lands were not equal in 
value to the selected lands. The proponent of the exchange 
submitted two appraisal reports indicating that the offered lands 
were at least equal in value to the selected lands, but those 
appraisals were rejected. The case was appealed and the deci- 
sion on the appeal, which is included in an appendix to this 
report, represents a very interesting discussion of the apprai- 
sal reports. ; 


Case Study No. 9 involves a Bureau of Land Management sale 
of interests in land to a city pursuant to two special acts of 
Congress. One act provided for the sale of the surface rights 
and the other for the sale of the mineral rights. 
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Case Study No. 10, like No. 5, involves a Forest Service 
exchange. The appraisals on the offered land varied Breatly 
and the case illustrates perhaps an unusual method for re= 
viewing and reconciling the differences in the appraisals, 


Problems and Alternatives 


The review of the existing legal system and current 
practices revealed several problems involving appraisal tech- 
niques and procedures. Some are a result of the language in 
the statutes relating to valuation of property, while others 
result more from administrative practices. 


The statutory problems are not many in number. The 
variety of types of value specified in the statutes and the 
lack of any definitions for each type creates a problem for 
administrators in trying to decide what Congress intended each 
time it referred to a different type of value. Another statutory 
problem area which is perhaps related more to acquisition pro- 
cedures than appraisals, is the lack of a uniform Federal land 
acquisition policy. The Land Acquisition Policy Act of 1960 
permits the Department of the Army to pay "reasonable" prices 
for land and declares that it is Congress' policy to encourage 
acquisitions for public works by negotiations. This policy 
does not apply to acquisitions by agencies other than the 
Department of the Army. Consequently, people having their 
property acquired by the Federal Government are not being 
treated equally and the amount of compensation they receive may 
depend on which agency is taking their property. 


Another problem area that is a result of statutory 
language involves exchanges. Some of the exchange statutes 
permit the use of cash to equalize difference in land values 
while others do not. In the latter case, the property to be 
received by the Government must be equal to the property being 
exchanged. This inability to use cash in all cases is an 
inconsistency in the law, and, causes problems in trying to 
consummate exchanges that are in the public interest. 


There are a number of problems that do not result from 
statutory language. One of the most important of these 
warranting consideration is the desirability of greater 
centralization of appraising functions. At present, each 
agency is responsible for its own activities and has its own 
standards for appraisals. If people involved in land matters 
with the Government are entitled to equal treatment, the 
appraisal practices of all agencies should be the same. At 
the present time there is no assurance that this is so. Case 
Study No. 2 illustrated this quite clearly. In that case 
appraisal reports which were acceptable to one agency were 
rejected by another, 
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Another problem area involves the use of appraisers 
in condemnation. At the present time most agencies use staff 
appraisers to make the initial appraisal of property, but if 
tne matter has to go to court an independent contract appraiser 
“is requested to make a second appraisal. This creates a 
costly duplication which possibly could be avoided. 


Several alternatives have been suggested to solve some 
of these problems. One proposal is that there be a uniform 
land acquisition policy applicable to all Federal agencies. 
Another alternative suggested is that appraisal reports be 
made public, or at least available to the property owner 
involved. Such a practice should do much to standardize 
appraisal functions and perhaps to raise the quality of 
appraisal reports. 


Another suggested alternative to provide more equal 
treatment for those dealing with the Federal Government is to 
centralize all appraisal activity in one agency. This would 
promote uniformity, provide greater career development oppor= 
tunities and give appraisers more independence from pressures 
to bend their appraisals to fit preconceived administrative 
decisions, 


Another alternative would be to dispense with the necessity 
of appraisals when the value of the real estate involved is 
small. At the present time most agencies require an appraisal 
in all cases before a transaction is concluded. At times the 
cost of the appraisal undoubtedly exceeds the value of the 
property. This hardly seéms like sound economics and it might 
be more desirable to give administrators greater latitude to 
make acquisitions or disposals of low valued properties without 
having to incur the expense of an appraisal. 


These are not all of the problems discovered in the course 
of the study or all the alternatives suggested in the report, 
but only some of the more important ones. The problems and 
alternatives described in the report, which are presented for 
the Commission's consideration, have not been evaluated as to 
their relative merits, nor have any recommendations for specific 
'aetions been made. These matters are left to the Commission's 
discretion. 
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In 1964 Conpress decided that: 


Because the nublic land laws of the 
United States have developed over a long 
period of years through a series of Acts 
of Conrress which are not fully correlated 
with each other and because those laws, or 
some of them, may be inadeauate to meet the 
current and future needs of the American 
people and because administration of the 
public lands and the laws relating thereto 
has been divided among several agencies of 
the Federal Government, it is necessary to 
have a comprehensive review of those laws 
and the rules and regulations promulgated 
thereunder and to determine whether and to 
what extent revisions thereof are necessary. 1/ 


To carry out this review, Congress established the Public 
Land Law Review Commission and directed it to (1) study the 
laws and regulations governing the public lands, (2) review 
the policies and practices of the various Federal Agencies 
having jurisdiction over such lands, (3) compile data on the 
demands being made on such lands and (/!) recommend such 
changes in the laws, regulations, policies and practices as 
the Commission determines necessary to enable the general 
public to obtain the maximum benefit from the public lands. 2/ 


This is one of a series of studies designed to provide 
a basis for carrying out the statutory directive that the 
Commission recommend to the President and the Congress "such 
modifications in existing laws, rerulations, policies, and 
practices as willl, in the judgment of the Commission, best 
serve to.carry out the nelicyw"s that “ares mut laser Lands= ote cme 
United States shall be (a) retained and managed or (b) dis- 
pvosea@ of, all in a manner to provide the maximum henefit for 


i/**het of Sent. 195. 19645) Pub. ft, ob=bue- Soo) te Seat ooo. 
F25USSCe Siegel 9G), 


2f o het of Sent. 19, 196 Pub. 89-606,.-O8. deand ah) 
78 Stat. 982, as amended 43° US TC. &€-1391 and 1394 (1964). 


the general public." 3/ 


B. Subject of the Study 


This study is concerned fenerally with the techniaues and 
nrocedures employed in the nerformance of annraisals of Federal 
or private lands and resources whenever it is necessary in the 
administration of the nublic land laws to estimate the value 
ex such. dands:. 


The Federal government is involved in a variety of real 


estate transactions. Federal agencies acquire vronerty hy con- 
acsmnation, purchase or fift. They dispose of property by sales 
and crants. They exchange property with private parties, state 
anc local governments, and with other Federal agencies. ‘hey 


elso rent nroperty, both as a lessor and lessee. The real prop- 
erty interests involved in these transactions may vary from fee 
title to lesser interests such as easements, riphts-of-way, 


timber or mineral rights and leaseholds. In each case an apprai- 


sal is usually made before the transaction is comoleted. It 
would be difficult, if not impossible, to get an exact count of 
the number of real estate transactions which the Federal Govern- 
ment is involved in annually but a conservative estimate, based 
on information supplied to the Commission, is that over 60,000 
acpraisals are made each year in connection with such land 
transactions. 


The study wtll examine the organizational structure for 
the performance of appraisals by various agencies involved in 
public land management and disposal, the steps that have been 
taken by those agencies to obtain and retain qualified apprai- 
sers, the administrative vrocedures for the performance and re- 
view of appraisals, the statutory and administrative guide lines 
to assure that recognized appraisal principles are utilized, 
and, through the use of case studies, the manner in which the 
avpraisal function is carried out in snvecified instances. 


wie 
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Id., The statute establishing the Commission describes the 
ands to be covered in Commission studies as: "(a) the public 
omain of the United States, (b) reservations, other than Indian 
eservations, created from the public domain, (c) lands perma- 
nentiy or temporarily withdrawn, reserved, or withheld from 
private appropriation and disposal under the public land laws, 


yay 


including the mining laws, (d) outstanding interests of the United 
States in lands patented, conveyed in fee or otherwise, under the 


nublic land laws, (e) national forests, (f) wildlife refuges and 
rances, and (f) the surface ,and subsurface resources of all such 


lands, includins the disnogition or restriction on disposition of 


the mineral resources in lands defined by appropriate statute, 
treaty, or fudicial determination as being under the control of 
the United States in the Suter Continental Shelf." 43 U.S.C. 

= kyo (196h). 


This study does not discuss the manner in which negotiators 
and administrators use appraisals in acquiring and exchanging 
Federal lands. That subject is covered in a separate study 
of land acquisitions and exchanges. 


C. Description of the Study 


The objective of this study is to produce information and 
data that will enable the Commission to determine whether the 
existing system of appraising land and resources in connection 
with public land transactions is adequate and proper in the 
context of assuring that the public lands of the United States 
are retained and managed or disposed of all in a manner to 
assure maximum benefit for the general public. ‘This is per- 
tinent to the acquisition, management, and disposition of 
lands and resources, particularly in view of the wide disparity 
that has arisen on some occasions between initial estimates of 
value and the price actually paid or received. 


The first chapter of this study presents a nontechnical 
description of the process used in making real estate apprai- 
sals. The standard approaches to value are deseribed and 
discussed in general terms. The special problems of severance 
damages and offsetting benefits encountered in appraising for 
condemnation are also described. While this study does not 
attempt to treat in depth the appraisal'of commodities such 
as oll, gas, minerals, timber and growing crops, there is a 
brief discussion of the special problems they present to 
the real estate appraiser and the manner in which he attempts 
to deal with them in his appraisal. 


The second chapter describes and analyzes the existing 
Federal legal system governing appraisal procedures. The 
pertinent statutes, regulations and manuals are reviewed with 
particular emphasis on those applying to the Bureau of Land 
Management, National Park Service, Fish and Wildlife Service, 
Bureau of Reclamation and Bureau of Outdoor Recreation, all 
within the Department of the Interior, the Forest Service in 
the Department of Agriculture, and the Land and Natural 
Resources Division of the Department of Justice. The adequacy 
of the existing laws and the consistence between the regula- 
tions, rules and statutes are discussed. 


Chapter 3 presents a review, for comoarative purposes, 
of the laws, policies and practices applicable to appraisals in 
two jurisdictions other than those agencies just mentioned. 
These are the State of California and the Tennessee Valley 
Authority. 


Following this there is a chapter describing the general 
procedures which various Federal agencies say they are follow- 
ing in appraising lands. This material was obtained in re- 
sponse to a questionnaire submitted to the agencies by the 
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Commission. Special consideration is given to the answers 
submitted by the seven Federal agencies mentioned above. 
Those instances where the described procedures differ from 
the rules, regulations and statutes discussed in the second 
' chapter have been noted. 


After reviewing the current procedures of the various 
Federal agencies, selected. case studies involving a variety 
of appraisal situations are examined and analyzed in Chapter 
5 to determine the adequacy of the appraisal and review pro- 
cedures followed. 


The final two chapters of this study present an identi- 
fication of problem areas and a discussion of possible 
alternatives to the existing system for solving some of these 
problems. These alternatives have been developed from a 
review of the existing system and from information obtained 
from sources such as bills introduced in Congress, legislation 
proposed by Federal agencies and reputable nongovernment 
sources, interviews with key personnel in Federal agencies and 
professional literature. The objectives of each alternative 
are set forth along with a discussion of the probable advan- 
tages and disadvantages. There is no evaluation of the rela- 
tive merits of the various alternatives, nor are any recom- 
mendations for specific action made. These are left to 
the Commission's discretion. 
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CHAPTER 1 


THE Sk PP RATS is PE Oorss 


Before examining the different anpnraisal techniaues 
and procedures used by various Federal apeneles, lt. mighc 
be well to briefly describe the process renerally used by a 
professional appraiser in making an appraisal. Essentially, 
an appraiser is an analyst who, like other analysts, must 
proceed through a logical sequence from the problem to its 
solution. In doing this he employs various accepted economic 
principles, procedures, guidelines and tools. The result 
of his work is the appraisal which, in simplest Cerns,; sean 
opinion. It is an estimate. While appraisals may be made 
for purposes other than evaluating the worth of a piece of 
property, as this study involves public lands, an apnvraisal 
will be considered to be an estimate or opinion of value 
for a piece of real estate. 


In one sense, arn appraisal may be said to answer a 
question or solve a problem relating to real property. It 
may provide a basis for deciding the price at which to buy or 
sell the property, how much to loan on the property, how 
much to insure the property for, or it might provide an esti- 
mate which can be used as a basis for taxation. In this 
study we are primarily concerned with apvraisals made by 
Federal agencies for the purpose of enabling them to make 
decisions related to the acquisition, exchange or dispesal 
Of pubite Vands. 


Whenever a nverson says he will sell his property for a 
certain vrice, or a governmental asency offers a certain 
amount for the property, some kind of an anpraisal has been 
made. In the former instance, it may be a very subjective 
appraisal reflecting the personal feelings and viewpoint of the 
prospective seller. In the latter case, the appraisal is more 
likely to te the result of an extensive investigation, analysis' 
or conclusion by an expert analyst or appraiser. The fovern- 
ment appraiser may be a Federal employee who spends all or 
only a portion of his time appraising, or he may be what is 
known as a contract apnraiser who nerforms specified anprai- 
sals as an indenendent contractor. 


The procedure the professional annraiser follows in 
making his appraisal is called the appraisal process. It 
consists of a series of steps which may be summarized as 
follows: 


1.’ Defining the Apnratsal Probler. 


2. ‘The Preliminary survey and Preparation 
of the Appraisal. Plan. 


3. Collection of Data. 
lee Classification and Analysis of Data. 


6. Correlation of Value and Determination 
of Final’ Conclusion, 


A diagrammatic scheme of the appraisal process is shown on 
Figure I on the next nage. Each of the steps in the diagram 
will be deseribed sufficiently to illustrate its imnortance 
in a standard appraisal, after which there is a discussion of 
certain special appraisal problems that frequently reauire 
variations in the appraisal process. 


A. Defining the Appraisal Problem 


The first step in the appraisal process is to define the 
appraisal problem. This is accomplished by doing the 
following: 


(1) Identifying the property to be appraised. This is 


normally done by obtaining a legal description which adeauately 
defines and locates the boundaries of the vroperty to be 
appraised. 


(2) Defining the interests and rights in the property 
which are to be appraised. The interest to be appraised may 


be the full fee value or some lesser interest, such as an 
easement, a leasehold interest, or an interest in minerals, 
erons or timben, 


(3) Determining the purpose and function of the anpnraisal. 
This involves considering the decisions which are to be made 
with rerard to the rronperty and how the anpraisal is intended 
to be of assistance in making them. The nurpose of the apprai- 
sal is normally to estimate a value for the pronerty, while 
the function may be to aid in the acauisition of the land by 
a public ameney. “hile the nurpose and function of the 
annrnaisal may not directly affect the analyses and conclusions 
of the appraiser, it may well introduce snecial or unique ele- 
ments which the annraiser must consider. For instance, in 
the case af aenuisition by a vublie agency, the element of the 
nower of eminent domain and the laws governing valuation and 
the admissibility of evidence become necessary considerations. 
In the case of evaluatine voronerties for financinr purposes, 
consideration must be piven te the forces affectinr security 
and the continued value of the property. 
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FIGURE 1 


The Appraisal Process 


Definition of the Problem 
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Final Estimate of Value 
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(4) Leterminine the date upon which the property ts 
to he anpraised. Theoretically, the anvvraisal Tm valid only 
as of a snecific moment in time. The real property bheitnr 
aporaised is subject to nhysical, economic and social forces 


which are constantly changinr. As a result, the market in 

whieh the real estate is traded is also a dynamite chanrinr 

‘situation. What may have been a valid apnraisal yesterday 

may be invalid today because of changes in zoninr, chanres 

in interest rates, the announcement of some planned project 
Vhaehewe inal Ger- ork inidiuence thewcharacter of; the area, ar 
other factors. 


(5)> Definine the’ value to be estimated. The value to 
be estimated can vary denending unon the nurpose of the 
appraisal. A riven niece of real estate may have a number of 
Valves. Horminstance, there is the assessed value whch is 
used for taxation purposes, the loan value which is the value 
of the nronerty as security for a loan, and the insurable 
value which represents the loss which may occur should there 
be damagze or destruction of the vroperty. - Also, the value 
for purposes of public acquisition by condemnation may be 
different: due to the requirements of law than would be the 
value of the same property if it is to be involved in an 
exchange transaction. Generally, appraisals made for govern- 
mental agencies are on the basis of what is known as "market 
Value" er,"faim market value." 2/ Therefore, it (is essential 
that these terms be clearly defined and fully understood. 


1. The Definition of Market Value. 


As stated above, an annraisal is’ an opinion or estamate, 
and when it involves real estate it is an opinion or estimate 
OGavaluc. Bein one appraisal combext, real estate does not 
normally have a value merely because of its physical existence. 
rater. ihanas walne pecause 20 is desired, and it is usually 
desired because it has utility. Value has been defined as the 
relationshiv between a thing desired and a potential pur- 
chaser 2/ and the value of a piece of property is determined 
by what will be given in exchange for it in the market gener- 
ally. The normal commodity of exchange being money, the value 
4s usually exnressed in terms of money, or its eauivalent. 


ey, iThesverme Static! hardivy  addswanytning, to she phrase 
Tmarket value,' which denotes what 'it fairly may te believed 
that a rnurchaser in fair marlzet conditions would have given' 
ebO 5 more concisely, 'market value fairly determined.'" 
Uniiveducratesm, Mill Ver sot USS 369, 37 ono). 

an Institute of Real Estate Appraisers, The 

feresal tstate.. atl Cstmred- 1967). 
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Because of its Arnortanee in eminent domain and public 
land transactions the term "marlet value" has received mrent 
attention from the courts and lerislatures. As a PeaSul ty, 
there are a number of definitions of market value and an 
examination of a few of these will be helpiul in g~aininp, Ay 
understanding of the term. Some of the most frequently used 
definitions are the following: 


[T]he hi¢-hest price estimated in terms 

of money which a property will bring if 
exposed for sale in the open market allowing 
reasonable time to find a purchaser who 

buys with knowledge of all the uses to which 
the pronerty is adanted and for which it is 
capable of being used; 3/ 


[T]he amount of money which a purchaser 
willing but not oblipated to buy the prop- 
erty would pay to an owner willing but not 
oblimated to sell it, taking into considera-— 
tion all uses to which the land was adapted 
and mirht in reason be applied. 4/ 


Tt is usually said that market value is 
what a willing buyer would pay in cash to 
2 Widener seller, aay 


“Most definitions of market value, regardiess of how they 
are set forth, normally encompass certain assumptions. 
Generally, market value is tased on the assumption of a cash 
transaction, It presumes the property is exposed on the open 
market so that its availability is made aware to the greatest 
number of vrospective vurchasers and that a reasonable time 
will be allowed to exchange the property in the market. This 
time will vary depending upon the type of property and the 
character of the market. For example, in an area of limited 
housing, a residence exposed for sale may be sold within a 
week's time, while a multimillion dollar office building, 
industrial tract or corporate farm, may not be sold for a year, 
or more because of the broader character of the market and the 
more limited number of prospective purchasers. Market value 
also presumes that neither narty to the transaction is 


3/ American Institute of Real Fstate Avpraisers, Appraisal 
Terminology and Handbook, at 131 (Sth ed. 1967). 
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compelled to act and that both parties are acting willingly, 
without undue pressure or personal or financial requirements 
Whach  foree or mecessitave action on their part.9 Kinally, 
market value presumes that both the buyer and seller are 
informed persons who are aware of the commodity with which 
they are dealing, its potential, the uses to which it can be 
put, and the capability or desirability of the particular 
property being put to such use. 


Of course, as everyone knows, in many instances the actual 
workings of the real estate market vary substantially from 
these presumptions. Sometimes the transaction involves con- 
sideration other than cash, such as installment payments under 
a variety of terms, or the property may not be exposed in the 
open market for any length of time, or one of the parties may 
have compelling reasons requiring immediate action, or one 
or both of the parties may not be fully informed. In such 
instances, the price paid for the property may not reflect 
market value as defined by the courts. 


2. The Effect of Special Conditions on the Appraisal Problem. 


While the essential elements for defining the appraisal 
problem are as set forth above, there are instances in which 
modifications or conditions are attached to various parts of 
the problem. Frequently the appraiser is requested to give 
consideration to certain conditions or make certain assumptions. 
For instance, the appraiser may be told to assume all the 
information furnished to him by his client is correct and 
accurate or that the property is free of all encumbrances, 
regardless of the facts. Also, in appraising for eminent 
domain proceedings, where the applicable law may be particu- 
larly important, the appraiser is often given legal interpre- 
tations or instructions by the attorney handling the acquisition. 
As an example, perhaps the most frequent instruction given by the 
attorney is for the appraiser to ignore the effect the proposed 
public project may have on the value of the property to be con- 
demned. Sometimes these special conditions or assumptions will 
have a significant influence on the final estimate of value. 

It is essential, therefore, that any such assumptions, or 
conditions which were considered in making the appraisal be 
clearly set forth in’ the appraisal report. Also, it is 
eenerally desirable to have the appraiser comment on the 
effeet such matters had on the valuation. 


B.. Preliminary Survey and Preparation 
of Appraisal Plan 


In this phase of the appraisal process, the appraiser 
must evaluate the appraisal problem given him to determine 
the extent of investigation required, the probable uses and 
market position of the property being appraised, tne character- 
istics which will reauire the greatest analysis, the type and 
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amount of data which will be required and the most appropriate 
type of analysis for solution of the problem. 


1. Determining Highest and Best Use 


Highest and best use can be defined as "that use which 
at the time of the appraisal is most likely to produce the 
greatest net return to the land and/or building over a given 
period of time." 6/ The principal phrase of this definition 
is "net return." While the term normally denotes money, the 
return may take the form of such amenities as a physically 
attractive building site or the desirability of living ina 
particular type of dwelling. 


During the preliminary survey, the appraiser will concern 
himself with at least a tentative conclusion as to the highest 
and best use of the property. However, a final determination 
will usually not be made until all data collection is com- 
pleted. In most instances the highest and best use will be 
the use to which the property is currently being put. This 
occurs where the property conforms to neighborhood uses 
and characteristics, and has the proper location and develop- 
ment. The property would normally, in this case, conform to 
local laws and regulations such as planning and zoning 
ordinances which today have a great influence on highest and 
best use. Such rules and regulations may tend to simplify the 
matter of highest and best use or mire it in utter confusion, 
depending on how they are administered. 


In many instances, the determination of highest and best 
use can be a relatively simple task, as in the case of a 
house and lot entirely surrounded by a new single family de- 
velopment, or a vacant lot in an established downtown commercial 
district. Difficulty is encountered in situations where a 
change in the character of the area is taking place and a 
transition in the type of uses is occurring. This is found 
in older neighborhoods where new uses are starting to be de=- 
veloped which are different from those which had previously 
been found in the area. Transition is also encountered in 
agricultural areas on the fringe of urban development. In 
such transitional areas, there is frequently a great supply of 
lots or properties which can be converted to new uses. In 
such instances, the appraiser is faced with the task of 
determining the rate at which new uses are coming into being, 
the most logical or desirable location for the next new use and, 
in the absence of regulations to the contrary, which use most 
logically will be developed on a given property. 


6/ American Institute of Real Estate Appraisers, The 


Appraisal of Real Estate, at 29 (5th ed. 1967). 
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Highest and best use is often considered in terms of 
physical characteristics, but in fact, economic elements may 
be of greater importance. Normally, a property may be 
physically adapted to a number of potential uses. The ultimate 
question becomes the economic feasibility and desirability of 
a particular use of the property itself. Thus, it becomes a 
function of the demand for such uses in a given market, the 
availability of users, the cost of establishing a particular 


use, and the return which will be derived therefrom. Frequently, 


uses are improperly determined or established on a physical 
basis where serious questions exist as to whether or not there 
is an actual market for the use and whether a sufficient return 
can be obtained to compensate for the cost, risk and effort in 
developing the property to the particular use. 


A prime example of the importance of economic elements on 
the question of highest and best use is the case of the specu- 
lator or investor who does not contemplate any actual physical 
use of the property. The purchaser intends merely to hold the 
property, doing nothing with it physically, while various 
forces increase its value. The property is acquired and its 
only use. during the ownership period will be for investment 
and appreciation purposes. A mere statement of the physical 
use in such instances does not adequately portray the true 
situation and use of the property. 


Property, particularly agricultural land in changing and 
transitional areas, may have both an interim and ultimate use. 
An investor may acquire a farm for investment purposes, but 
continue to have the property operated as a producing agricul- 
tural entity during the period he holds it for investment 
purposes. Following this period the property may be changed 
to some higher use. The same situation may arise in transi- 
tional urban areas where multi-residential and commercial 
developments appear in an older residential neighborhood. 
Until the time of conversion, the existing improvements may 
be utilized on a rental basis for housing. This interim use 
may provide a value increment during the holding period which 
would not be present in the ultimate highest and best use. 
Such an interim use would then be part of the character of 
the property and should be included and explained in the 
statement of highest and best use. 


A determination of nighest and best use is all too fre- 
quently given less attention than it deserves and this lack 
of attention is often the cause of divergencies between two 
appraisals of the same property. In those instances where the 
highest and vest use of the property is readily and logically 
determined ty the surrounding uses, a brief statement in the 
appraisal report may be sufficient. In areas where change 
and transition are taking place, and particularly where cnexre 
nave been substantial vrice increases without corresponding 
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immediate develoyment of the land, the clement of hiprhest nnd 
best use should he more thoroughly evaluated and considered 
by, the appre iio. 


The ultimnte value analysis and estimate is the direct 
result of and is influenced by the highest and best use of 
the propertv. Consequently, there must be a relationship 
between the statement of hirhest and best use and conclusion 
of value. Wor instance, a statement that the highest and best 
use is "notentinl residential" may immediately denote a certain 
price level that varies from the final conclusion of value. 
If the statement of hifhest and best use had been further ex- 
plained to reflect that there will be a transition, investment 
or holding period before residential potential becomes immi- 
nent, there would be a more logical connection between the 
highest and best use and the ultimate value estimate. Where 
the use is not obvious, explanation of the factors and 
reasoning leading to the conclusion are a desirable nart of 
the stavemens. 


2. Selection of Appraisal Approaches to be Used, 


From his preliminary inspection of the property, and 
after consideration of its highest and best use and the purpose 
and function of the appraisal, the appraiser can determine 
the approaches or means of analysis to be employed. 


There are three classic valuation approaches used in 
appraising: (1) the market data approach (sometimes referred 
to as the comparable sales approach); (2) the cost approach; 
and (3) the income approach. Each of these will be described 
in detai) Intlater= portions Obechiismehaprer. me wamhowa Ian neces 
classic approaches employ market data and compare market 
activity in relation to the property being appraised, they 
are treated as three distinct tynes of analysis. In the 
market data apnroach, the analysis is based unon sales of com- 
parable property; while in the cost approach, the analysis is 
based upon the cost of reproducing or replacing the improve-— 
ments on the pronerty and allowances are made for depreciation. 
In the income anproach the income producing potential of the | 
mnroperty is analyzed. 


The anpraisal profession, and, these redated to ity jest 
at times of a so-called "fourth annroach." The reference 15 
more often than not made facettousily. However, it must be 
eonceded that there are occasions when the classic approaches 
areldifiieult to apply.) Thesappralser, being vans analysiu, 
may then have to develon or ‘utilize a "fourth" or modifica— 
tion of the three classics annroaches. Lmdodne so, te 
appraiser should determine his anproach by askine the 
following Awest Jigar. 
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2. %©s the apnnroach or analysis:cannble 
of nrovidinge a relationshin hetween 
data and property? 


3. If the annroach varies from norma] 
market terminology, will it yvield a 
valid indication of value within the 
range of reneral market indications 
or thinking? 


i, Will the approach anpnear realistic 
or obtain any support from current 
market conditions and price levels 
fer similar, properties ? 


5. In eminert domain, will the approach 
be legally acceptable? 


As an analyst, the aporaiser must be able to develop a method 
of interpreting the problem hased upon the conditions which 
Exist. ein order toydo sos he mush vecwell versed=in-the 
classical tools available and their conditions, assumptions, 
advantages and weaknesses. 


In addition to being roverned by the purpose and function 
of the appraisal, the selection of the most applicable ap- 
proach or approaches will normally be governed by the presence 
er absence of certain conditions. In most instances, the 
market data approach will be chosen provided that there is 
sufficient available data on the sales of comparable property. 
Depending upon the property involved, the cost and income 
approaches may be equally valid. They are also frequently 
used for the purpose of checking the validity of the figures 
derived from the market data approach. 


For example, if the following factors are present the 
cost approach of analysis may be appropriate: 


1. The improvements constitute the paramount 
or nrimary element in the value of the 
property. 


>. The irnrovements on the vroperty are 
modern, new and represent prepner de= 
velonment of and the highest and test 
use of the land. 


3. Sufficient data is availatle to properly 


and accurately evaluate depreciation in 
older or nonstandard improvements. 


wes 


4, A cost estimate for nronosed or 
hynothetical imnrovements *5 avail- 
able in order to evaluate the 
highest and best use, feasibility 
and reasonableness of economic 
reten on bhahay 


5. There is a need to value undeveloped 
land where development 1s imminent. 


If the followine factors are present, the income approach 
of analysis may be annroprinte: 


1. The property's nrimary characteristic 
is its income-producing capability. 


2. Interim income is nrovided by short 
lived imvrovements on transitional 
proverty. 


3. The pronverty is subject to a rental 
or lease agreement. 


4, It is necessary to measure certain 
elements of devreciation or economic 
LO Sis 


C.  Datascolmlect Lon 


The types or classes of data which will be required are 
determined by the purpose and function of the appraisal, the 
class of property, its highest and best use and the appraisal 
approaches to be employed. These factors will normally con- 
trol the extent of both general and specific data investiga- 
tion. 


Data may be obtained through interviews and oninions 
expressed by informed persons familiar with the local real 
estate market and from studies and analyses of the market 
area and the type of property involved in the apnraisal. 
While information may be obtained from sources other than 
actual properties in the market area, such as from cost 
studies and income and expense studies, the most valid indi- 
cations of value are renerally considered those obtained 
from existine properties sold, leased or rented within the 
market area. 


Obviously, before the appraiser can rely upon any data, 
he must ke sure it is valid. He must tare whatever stens are 
necessary to verify the accuracy of the information rathered. 
™his may recuire contactinr one or both narties involved in 
sales of properties and contactirs landlords and tenants 
eoncernins rental rroverty. 


Ba SyKee sees Dreher 


The collection of snecific dnta may be termed the 
. reverse of the collection of general data. f ing 
self with the characteristics of the area in which the property svecific data the ee ae Pare 
is located. Normally the area is evaluated in terms of its physical characteristics of the pronerty to be appraised 
Dhysical, economic, social and civic attributes. The primary and relates these characteristics to the market area in 
Sabie 23 se des Sia ae the es is to eee =. which the property is located. In obtaining data on the 
environmen n whic € property being appraised exists, and property itself, the following factors eb sid : 
to set forth the value affecting and value influencing 4 . ; 2 wee Ags Ye aaa Fagg 


1. General Data ) 


In collecting general data the appraiser concerns him- 


characteristics of the area and market which are relevant to ‘I Leral and ownershin data 
the subject property. Quite frequently, the area in which * ae 
the property is located can be adequately described by the Vesting of titl rshi 
use of statistical data to show its various characteristics Leral ee ae P) 
and any trends that are occuring. Legal encumbrances 
Private restrictions 

The appraiser also gathers data on actual market activity Public restrictions 
in the area. This data, which is sometimes considered specific 
data as well as general data, is usually grouped into the 2. Physical data - land 


following categories: 
Size and dimensions 


1. Actuai sale prices; é Topographic features 
Soil and draina diti 
2. Cost information on new construction; ‘ nee aia: oak 
Utility services 
3. Indications of depreciation; Beodici yee eapability 
4, Income and rent schedules; ) 3. Physical data - Improvements 
5. Expense information; and | Type 
Size and areas 
6. Rates of return, interest rates, and Construction details 
capitalization rates. Age 
Appearance 
In gathering and organizing this data the appraiser Condition 
should be concerned with significant variations. These will Deficiencies 


have to be evaluated to see if they affect the subject 
property. He should also become aware of the major influ- 
ences on value both in a physical and economic sense. While 
a great number of variations may be found in a market area, 
they do not all affect value to the same extent. What may 
be significant variation in commercial properties would be 
entirely irrelevant in an agricultural area. 


Regardless of how the appraiser proceeds to set forth 
the characteristics of the general area in which the property 
is located, it is desirable at some point in the presentation 
to set forth conclusions as to what are the most important 
characteristics and influences on value and what this means 
in relation to the property being appraised. All too fre- 
guently, however, the relationship of tne important character- 


istics to the subject property is omitted from appraisal reports. 


See 


Remaining life 


Economic data 


Rents and income 

Expenses 

Taxes 

Assessments 

History of use or operation 


Environment data 


Location 

Relation to market area 

NOC eimai a7, 

Non-standard surrounding uses 


Se 
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Vo Classification ot Data 


By this point, the appraiser will have established the 
physical and economic environment in which the property exists, 
related the property to this environment, concluded a highest 
and best use for the property and reached some conclusions 
about the major value influencing factors in the market and 
the effect of variations therein. In the course of establish- 
ing this, specific data will have been obtained from the 
market, which will be compared and analyzed with regard 
to the subject property. As each valuation approach employs 
and emphasizes different elements of data, it is necessary to 
classify and tabulate the information into some useful, mean- 
ingful form, so the important features may be readily observed 
and related to the subject property. 


Depending upon the type of approach, the variations 
encountered during data collection, and the answers sought in 
the analysis, the classifications and tabulations will vary 
considerably. In relation to the three basic approaches, 
the classifications should reflect (1) the factual elements 
of the data and (2) the variations which must be considered 
in relation to the subject property. 


Regardless of how the data is to be used, all classi- 
fications should show the time at which the data became 
a fact of market activity and the sales price. The other 
factual elements of the data which may be classified will 
be determined by the type of property being appraised. 
For example, when considering single family residential prop- 
erty it may be desirable to tabulate and classify lot size, 
living area, and number of rooms in the house. When consider- 
ing apartment houses, relevant data may consist of the number 
of units, size of units, and the room count per unit, When 
appraising agricultural property, classification may be by 
number of acres, character of soil, water source and produc- 
tive capability. Along with tabulation of the factual elements 
of the data, the classification should also set forth the 
major value influencing variations between the sources of 
data and the property being appraised. 


‘In the process of setting up the data classifications, 
the appraiser should ascertain the magnitude of the effect 
on price of the variations in characteristics. In the final 
analysis, the appraiser must make some judgment as to how 
much the property being appraised will differ in value from 
other property due to these variations. It is by comparing 
elements of data that the magnitude of the variation can 


Se 


be ascertained, Lt is then neccessary to adjust the variables 
in the data so that they are equal to the characteristics of 
the property being appraised. This process of adjusting for 
variables will be explained more fully in the following dis- 
cussion of the market data approach to valuation. 


E. Analysis of Data 


After the data has been collected and classified the 
appraiser must analyze it. Here he uses one or more of the 
three classic approaches to valuing property, the market 
data approach, the cost approach and the income approach. 


1. Market Data Approach 


The market data approach compares the property being 
appraised to actual sales of properties comparable thereto. 
Basically, it compares known facts in the real estate market 
and characteristics of the properties sold with those of the 
Subject property to achieve an indication of value, 


The approach is based on the premise that informed 
persons will not pay more nor take less for a piece of prop- 
erty than is actually being paid in the real estate market for 
similar properties. It is also based on the premise that if 
an identical property has been sold in the market, this would 
be the best indication of value. Except for a sale of the 
subject property, this situation is extremely hypothetical 
because no two properties, if for no other reason than loca- 
tion, are going to be identical. We additionally hypothesize 
that if we could duplicate the property being appraised 
by making adjustments for the differences between it and 
the properties sold, we could theoretically come up with 
oe Bede: property which would give us a valid indication 
of value. 


Prior sales of the property being appraised are sales 
of the identical property, and if they are reasonably recent 
and not forced, they may be the best evidence of the market 
value of the property and should always be considered in the 


market approach, 


Essentially, the approach consists of taking the sales 
of similar properties and comparing, rating and adjusting 
them for the differences between them and the property being 
appraised. This theoretically creates an equal property and 
allows its value to be used as an indication of the value of 
the parcel being appraised. In employing this approach, the 
appraiser must be thorougnly familiar with the character, 
terms and condttions of the sales of the properties before 
he can evaluate their meaning and compare them to the subject 
properties. 


=i9= 


Normally, when emoloying this apnroach, the annratuer 
will reduce the comparison dovn to some common denominator. 
For example, when appraising single family dwellings, ttu- 
comparison may be price per Square foot of dwellinr arca, 
price per room, price for the entire property or a sross rent 
multiplier (i.e., a factor representing the relationship 
between income and price). When appraising retail, commercial 
and industrial properties, a gross income multiplier is 
frequently used, as these are normally income producing 
entities. Other bases are usable area, front foot and total 
square footage of the building area. For agricultural land, 
the price per acre is the normal unit of comparison; however, 
the price per unit of commodity produced, the price per 
animal unit grazed, or occasionally the price of the total 
property may also be used. Finally, when appraising urban 
land (sites), the units of comparison are usually based on 
area or dimensions such as square foot or fronts foot. As 
can be seen from these examples, the type of property 
will usually dictate the comparative unit. 


: In making his comparative analysis, the appraiser will 
normally consider three types of variations. The first vari- 
ation is time. The date of sale in relation to the date of 
the appraisal valuation may affect the basis of comparison. 
Second, the influence of different locations on value of 
the property must be considered. Here, it is necessary to 
consider the advantages and disadvantages of the location 
of the comparable sale vis-a-vis the property being appraised 
and detemmine which has the best location and to what extent. 
Finally, physical variations must be considered. These may 
include such things as Size, condition, room counts, rental 
Space, utilities, soil conditions, availability-of irrigation 
water or other physical characteristics which appear to have 
an influence on the value of the property. 


In attempting to estimate the amount of adjustment for 
each variation, the appraiser should give particular attention 
to the analysis of sales. ‘These give the best indication of 
what the variations are and the amount of influence that they 
have on price level. For example, if a property which had 
Sold two years ago was resold again within the last six months 
with no significant change in its physical characteristics, 
this would provide an indication of the cnange in price level 
over the 18=-month interval. Basically, this procedure attempts 
to compare tne sale of properties having one feature with sales 
lacking that feature, thus obtaining some indication as to the 
amount of adjustment required because of the presence or 
absence of that characteristic, 


After considering the variations and making tne analysis 
discussed above, the appraiser adjusts for the differences 
between the sales being compared and the subject property. 
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This adjustment or comparison analysis may be done by use 

of a rating chart or by narrative discussion, with the bet.tier 
practice heinr to use the latter and employ rating charts nz 
Supplements to the narrative when necessary. 


Figure 2 and Tables 1,-2 and 3 on pages 225 Ose Ou aii 
25 may help illustrate the market data approach and the method 
of adjusting and comparing sales. Figure 2 is an outline of 
the procedures used in this approach. Table 1 is a tabulation 
of hypothetical sales compared with the property being appraised. 
Table 2 illustrates the processes used by the appraiser in ad- 
jJusting the sales for various factors and Table 3 shows in 
very simple terms the adjustments made for each of the sales 
to come to an indicated adjusted unit value. 


2m COSt Approach 


The indication of value derived from the cost approach is 
reached by estimating reproduction costs of the improvements, 
deducting the amount of accrued depreciation and adding the 
estimated value of the land determined by one of the other 
approaches. The process requires an estimate of land value, 
and careful estimates of the cost of reproducing the improve- 
ments and of accrued depreciation. Ali of these estimates are 
then combined into an indication of value. 


The cost approach is based on the economic concept or 
principle that the value of a commodity is its cost of repro=- 
duction. If cests are construed to mean the actual cash out lay 
necessary to produce a type of property, this concept is not 
necessarily walid in teday's real estate market. If the ele- 
ments of effort, risk, management and profit earned by the 
person who improves the property are considered, the answer 
takes on greater validity. 


a. Replacement and Reproduction Costs 


The cost approach generally starts with an estimate of the 
reproduction cost of the improvement, including direct and in- 
direct costs. In the past, the use of replacement costs has 
at times been favored instead of reproduction costs. The em-= 
phasis and significance of the two types of costs has varied 
over the years. The two terms have separate definitions: 


Replacement cost is the present cost 
of replacing the improvement with one 
having the same utility. 


Reproduction cost is the present - 

cost of replacing a building with 

as nearly an exact replica as modern 
meterials and equipment will permit. Ave 


7/ American Institute of Real Estate Appraisers, 
The Appraisal of Real Estate, at 180 (5th ed. 1967). | 


=2le=- 


SIT Z/T eth Z/T SaTTW Z “GLL‘TS$ = 38 COT = =—° 00S‘ LLTS 89-Z2T ot 

PTTK 7/T  zusoelpy S®TTH Z "OSL‘TS "oe 08 °000‘0%TS 89-TT 6 

zuaseCoy yueosefpy  zuacelpy "000‘ES "De OF °000‘0zTS 89-6 VT 

eTtWK Z/T quseoelpy eTTtH T "osz‘zs “oR 0S “00S ‘Z2TT$ 89-8 8 

qussefpy yuesefCpy  auaosefpy °006‘7$ - "9B OF °000‘9TTS 89-8 L 

PTT Z/T = eTtW Z/T eth T °00z‘z$ "oe 09 *000’ZETS 39-9 9 

ett Z/T FueoelCpy PTH T "ost‘zs "3B 08 000’ZLTS 89-9 S 

BTtW Z/T  zueoelpy SOTTW Z "oss‘Ts "oe 08 *000’zTS L9-0T p 

STtN Z/T usoerlpy SelTW Z “OSp‘Ts “9B OOT “000’SPTS L9-8 € 4 

queseCnoy jusoselpy STIN T °000‘z$ "Oe OP °000‘08 $ 99-5 z t 

qusseCpy  yueoefpy  jueoerfpy °00S‘z$s "oe OF °000'00TS 99-€ 7 

qusorfpy  ueaoelpy oth T -- "oe 09 -- 69-T-£ oyrc 
uoTAeNTCA 


pesteiddy aq 
03 Aqyazado1zg 


SLIWIT 
ALIO 


*“OW/aOTUd 
LINO 


SSHOOW 
YOrwn 


SYdgmMas 


WOUd FJONWLSIG 


SNOILWIYWA YOrWW SLNGWATA TWILNGSSa 


HOWOUddW WLIW LAMIWW NI 3SN YOd SATWS JO NOILVINGwWL 


T eTqeL 


~ 


mn nen nn TE TE EE ESTES ESTERS 


i 
s 8 
es &% 
: S SS 
§ ot ves 
® LA 3 zé 
ee 
a 
Co) <4 
Bs 
@s < = 
C) ee M4 6 
a ° ® so 3 e~ - 
C4 Oo @ ee = ® od £ € 
2 g2 § = & @ ® @ 
o iS ee & es € - o-a 5S *. 3 
: oe 2 ; w > & > me 3 3 2 = 
o & ° a a ® 7 PS 2 bs = > 
Qe soe seas pesiet Betas 2. |) ce es eRe ue 
N & « & t Me 35 ~ a > Os = = 
a = ° < os o= “ < e ee Se @ x 
@ o-as 9 Lee Sg oe ¥ Be 2 2 oe > eG ®& $ ~ 
~~ 3 oS 3 we ss ¢ @ > $< com, ’ 
= © - = > ce 2: o a @ 3 $5 ecuee 
= ee ees th ae ee s £ Late Sea Gee 
= C) a 4 e - > 4 3°? = @ 
8 a z so 4 = eo MH ne = 
= = s 23 #2 oe hgea Sas “ie H 
t=] t/)) eé -_ 
zie ie) us ieee : 
r 6 a 
. - < a 
oaED < 
BP 
= 
a 
© x 
@ 
o 
=) 


Unit of Land 
Arec or Dimensions 
Apply Adjustments 


Table 2 


oe 


*pestezdds Agzedozd ayQ 03 pezeooT AtzeTtwtTs 
qsou aze 2eYy  seTes jo ZYHTT uy usztQeTaAeA e 4vVeTH 003 asAPY OT pure 6 of als 3 
seTes ‘azoe tad 909’z$ 02 00S6‘'2$ uSaenjaq Atqeqozd ‘atdurexe stu ul ‘onTea a 
3Tun eTbutrs e JO UuoTSNTSUOS & O4UT POQZeTexTOD eq PTNOAM seNTeA 4TuN pezeotpur /Z 


*AVTTWYsS Asou ssouy butqueserzdsez xzsqumu rasseT 
e ZoetTes Aew oy *pezAteue zo pajebyysaauyt setes TTe asn you Aeu atesterzddy 7% 


oSL’z$ OSOT + 007+ ost+ OST+ OOS 9) Ceur. | “oer Ts OT 
*009'7S$ 008 + O00T+ OSt+ -0- 00S+ 0S + *008‘TS 6 
*006’Z2S 00S == *00t= =9- -0- 00s- OOT+ *000’¢E$ VT 
"0Sr’z$ 002 + OS - ost+ -0- -0- OOT+ ‘os7‘zs 8 
"006‘z$ 00S - o0T- -0~ -0- 00S- OOT+ *006‘zS t 
"GzP zs S7z + -0- ost+ SZT- -0- 00z+  “o00z’zs 9 
"009'z$ Osh + O0T+ oSst+ -0- -0- o00z+ ‘osTt‘zs S 
*008‘zSs OSz‘T+ O00T+ OSt+ -0- 00S+ 00S+t  ‘oSs’TS$ ) 
*008‘z$ OSE’T+ 0074 ost+ -0- 00st O0S+t ‘OSP‘TS € 
"GLS‘ZS$ GL4S + OO0T- ahs -0- -0- GL9+ °000'7$ z 
SSeS cS St + 0OO0T= a -0- 00s- SLO+ "00Ss‘zs i 


=" ics 2 
/t@ ANTWA LINN LNIWLSACAY a2ZIsS Suagsaas SS3590W SLIWIT AWIL adoldd aIVS 


da LWOIGNI TWLOL WORN .§ ALISO ZINN 


va SNOILWIYWA YOrWW 4Od SATWS JO LNGWLsncday 


€ oTqes 


¢  @ ~ My 
> > & ao “A ou ral 
(o} - (e) +@ cal | Ee we @ = 
MY Ow 4) vo ou ® @ s™ ve 0 
9 Oo no ) hs ac nA al a@ 
nv Coin) © bs ra @ -ri a8 a Bh E 
“4 al Om @ o ‘6 OF VEN WU e) 
on d) MW hy hy 43 ba Mm 1 @ by @ 8 iw) 
uo Zz om) Uv 4 0g tg 4 OZ 0 -d HH 
OQ, 3 ise} G 3 =} a3 wa ®ocao goa 
un Ad dA®@ ro) Cs} a c0Oe8 ON ) 
z oS <3 O, Eo] aS S iS) 
io} (e} G, ‘Ss o oS le ‘ .© t oO La c 
a O-d &l oO OVO 2 7) o @o wg csc VU © 
& 5 n Hl ns ANE ig cs NG ACK HOD v 
Po Bh 6 al vy uno *O W7O “4%O B6EYU UWdAD n 
=) an 2 ; ey 
=) U8 ue] 
e no Oo 
© O-r [e) 
a AOV 4 
Li} Lio} 
7) AU -d SS ~~ v 
i) ou ot 2 4 3 
4 on 9 {<3 : ue] 
ce S > U 
Ww yy - e is eo. sis gat ae eo. (3) E 
oo (=) \ [=] [= eo) Q 
= woo afoo nw 338 ae eEK on wn (e) 
oO O-d-m mo or wo an Of IN ba) in ce, 
[a4 yo i=) sos es. ee ee =< es 8 es Ge} PS) 
fy NOE 4 NO ac aN CON ae NN ac E ts] 
“4 > Zl UF Ur we wi: V> uw Ur is) 
Ww nu oO ‘o) 3) 1°] 
a aU G c a 
(e) au (0) 
cal 0% “A n 
122) so0o0 vw v 
=) Lis] vw Us a] 
4 ion) n is eo is) E 
U oc 0 La! eo rH om wo mY fo OF ‘A “A 
= oCd 3 n ® O° ) 
re) 02 > ov Ce) oe) LB. | S38 eye Cat) N E S 
Oo fe) A aa ad af $ ol > a aA A ea od ~ 
cay od 0 a g bd 68 Cy oO a o ww v 
on VU a nun nu ow vo On wn vi S cA 
A O-rd ie] Mood ié) 
Hw f [e) [eo] 
Q cu] Q, 3 U4 GY 7) uy 
i Bec a cs) eo 
; wy 
1G) id 3° i) 3 at: v 3 iT) 
4 a ®. vy ww uoUW 
“go a G le $3 2 3 
o” Oo fe) ey z 7) BO GEN) (Bae ee 
SEW i) od «, 0 UD A 
te & ce) cy : he cg €& A 
Ea me v By o ve ® 
o3 0 a ood ) Po TH 2 Lo] ae SE a 
Wood 0 ee) a a “ al | = at 
& Ov >) Q al wo ws W WY 
* 


=35= 


=24= 


In the case of renlacement costs, the hypothetical structure 
created for the analysis may vary considerably, physically and 
in appearance, from what actually exists on the fround. ‘he 
intent of replacement costs is to replace the usability, that 
is utility, which the existing structure presently provides. 
In using the true definition of replacement costs in the anal- 
ysis, some elements of depreciation or obsolescence would be 
eliminated from consideration. 


The tendency in appraisal techniques today, as we stated, 
is to begin by computing the reproduction cost, making allow- 
ances for all tyves of depreciation and obsolescence which may 


be inherent in the existing structure. The comnlete reproduction 


cost estimate should include all charges and expenses 
necessary to place the property and improvement in a condition 
ready for use or occupancy, and will include two types 

of costs, direct and indirect. 


Direct costs normally relate to the cost of labor and 
materials necessary in the construction of the improvement. 
Direct costs may at time include the contractor's overhead 
and profit. Indirect costs are those costs incurred during 
the planning and actual construction period, but which are not 
directly related to the cost of labor and material. Such items 
may include: the cost of title policies, recording fees, pre- 
liminary plans and surveys, real estate taxes and assessments 
during the construction period, project supervision, insurance 
coverage, legal fees, construction financing charges, and 
architectural and engineering fees. Depending on the basis of 
the estimates, contractor's profit and overhead may sometimes 
be included as an indirect cost. 


The cost estimate, following inspection of the property, 
may be made on the basis of the appraiser's data file, actual 
cost estimates prepared by a contractor, architect or cost 
estimator, reference to various cost services available to the 
profession, oF comparison to actual new construction existing 
in the market area. Normally, the cost estimate will be quoted 
in terms of unit costs (1.e., price per square foot), or in 
the case of minor items, a lump sum. Other types of cost esti- 
mates may employ a cost per cubic foot of building space, unit 
cost in place (a lump sum total for various units in the con- 


stPuction), or in some instances, a detailed quantitative break- 


down of all time, labor, material and other expenses involved 
in the project. 


b. Depreciation 


From the estimated cost of the new structure, there is 
deducted depreciation which has actually occurred on the build- 
ing being appraised. Depreciation 1s defined as the loss from 
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all causes from the unper limit of value. It is the difference 
between the new cost and the value of the improvement na of the 
date of appraisal. There are three basic causes of deprecia- 
tion: physical deterioration, function obsolescence, and 
economic obsolescence, 


(1) Physical Deterioration 


Physical deterioration is inherent in the physical condi- 
tion of the nroperty. It results from the building having been 
in existence for a period of time. In other words, from are. 
It also results from lack of maintenance and/or repairs. 


Physical deterioration may be classed either as curable or 
incurable. Curable deterioration are those conditions which 
can be corrected by the expenditure of labor, material and 
money. The measure of curable physical depreciation is the 
cost necessary to correct the deficiency. On the other hand, 
incurable physical deterioration is that which occurs merely 
from the property being something other than new. Its measure 
ae i to physical condition, age and anticipated total 
life, 


(2) Functional obsolescence 


Functional obsolescence is inherent in the property itself 
and results from either too much or too little improvement in 
relation to the total property. An example of too much im- 
provement would be the construction of a 10,000 sauare~foot 
building where only 5,000 square feet are needed. Changes in 
style, architecture, and plans of operation can also affect 
the utility of an improvement and render it obsolete. 


Functional obsolescence is also divided between curable 
and incurable features. Again, curable obsolescence is mea- 
sured by the cost of correction, while incurable obsolescence 
is based on the canitalized value of the rental loss due to 
the obsolescence. 


(3). Economic obsolescence 


Economic obsolescence results from a change in conditions 
outside of the property itself. This could be from a change 
in the type of uses which have developed in the neirhborhood, 
changes in the character of the nopulation, or chanres in the 
highest and best use of the land._ 


This element of devreciation, since it is due to factors 
outside the vroperty itself, cannot be corrected or improved 
merely by sore action on the nronverty itself. If economic 
obsolescence is present, it follows that the rental value of 
the vroperty vould te something less than it would be in the 
absence of the ohsolescence. The measure in loss of value 
+s, therefore, the caritalized v2luc of such rental loss. 
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While all three causes of depreciation should be con- 
sidered, it is often impossible to estimate what portion of 
the total depreciation resulted from each cause. It should 
be noted that the depreciation discussed in this section is 
related to the value of the improvement as it exists in the 
market. It is not necessarily synonymous with "depreciation" 
as used for accounting and taxation purposes. The estimated 
value of the improvements in the cost approach is frequently 
used as the basis of estimating future depreciation. Future 
depreciation, commonly called recapture, is the amount that 
will have to be recaptured annually to recover the investment 
in the improvements over the life of the improvements. This 
recapture must be provided for in the income approach, which 
will be discussed further. 


c. Land Value 


To obtain a final indication of value by the cost ap- 
proach, it is necessary to add to the depreciated value of 
the improvements, an estimated value for the land. The land 
value is normally estimated by the market data approach, . 
comparing the land being appraised with sales of similar types : 
of land. In the absence of sales or other special situations, 
the land may also be valued by the income approach. 


A simple statistical example illustrating the cost ap- 
proach is shown below: 


FIGURE 3 
OUTLINE OF THE COST APPROACH 


Reproduction cost of building, direct and 
PMOL CeC LM CGs LAM esc ceier sah esther h en ets. Fede ness $75,000600 


Depreciation (breakdown method): 
Deferred maintenance (physical curable).$ 2,000. 
Physical deterioration (incurable) . . .$ 7,500. 
Curable functional obsolescence. ... .$ 3,500. 


Incurable functional obsolescence. .. .$ 5,000. 


Beonomi cuobsolescences 4, 2.0% wes + S20 000% 
Potal VenreclAtlon i. ter sie os ism + cubed 000.00 


Net depreciated costs). :. . 00. i's 0) ss 8 eee 0 ws ONT 0002-00 
Other improvements (landscaping, etc.). ..... . $ 3,000.00 
Subtotal building and improvements. . ...... . $50,000.00 
Land (value obtained by market data approach. . . . $10,000.00 


Total Value Indicated by Cost Approach ... . $60,000.00 
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3. The Income Annroach 


The income anproach achieves an estimate of value by con- 
Sideration of the quality and quantity of the income stream 
which the property is capable of producing, by deducting the 
expenses necessary to produce the annual income, and by then 
"capitalizing" the residual into an indication of value. For 
our purposes "to capitalize" means to convert a stream of 
future income into a current value. In this process a per- 
centage rate is used to represent the relationship between the 
value of the property and the net income it produces, 


a. Analysis of Income and Expense 


The first step in the income approach is to estimate and 
evaluate the income stream which the property is capable of 
producing on an average annual basis. In doing this the 
appraiser is concerned with two tynes of economic valuation: 
economic rent which is the amount the property should earn if 
available in the open market; and contract rent which is the 
rent actually being earned by the property. While there are 
instances when contract rent may be a significant part of the 
appraisal process, the income approach normally concerns itself 
with the economic rent as the starting point. 


In estimating the gross income which the property can 
produce, the appraiser takes into consideration both the 
actual rent and income being earned by the property at the 
time of the appraisal and the income being earned by similar 
or comparable properties. The rental income may be evaluated 
and expressed in terms of a lump sum, rent per square 
foot, rent per room, rent per unit, or a percentage of 
the production or income earned from the use to which 
the property is being put. In addition to the ovantity 
of income which the property will earn, the appraiser is 
also concerned with the quality of the income which is measured 
by considering the type of tenant, his financial responsibility 
and the probability that he will be canable of continuing 
to pay the rent. The avpraiser must consider only the income 
earned by the property and not the income resulting from 
the business operation conducted on the property or the 
management nrofit therefrom, 


As the second sten, the annraiser deducts from the 
income produced by the nroperty, the amount of exnense necessary 
to produce this income. The expenses may be estimated by 
consideration of (1) actual expenses being incurred by the 
property, (2) comnarison to expenses present in similar, 
comparable properties and (3) actual investiration of or 
quotation by firms or arencies servicing or chargine the 
proverty. 
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Denending on the type of property, a variety of expenses 
called operational expenses may be included. These vary from 
year to year and from property to property, but include 
anticipated vacancies; janitorial, maid, and similar services; 
maintenance; collection losses; utilities; Supplies; legal and 
accounting fees; and replacement of short-lived items such as 
stoves and refrigerators, equipment in office buildings, or 
wells and irrigation systems on farms. 


The deduction of these expenses from the gross income 
estimate achieves an estimate of net income before any con- 
sideration of depreciation or recapture of the investment in 
the improvement or other wasting asset, It is necessary to 
make a provision for such depreciation or recapture of the 
wasting asset. This may be done by taking a further cash 
charge against the income based on the present value of the 
improvement divided by its anticipated remaining economic life. 
More commonly, however, this recapture provision is provided 
for in the "capitalization" rate used to convert the income 
into value. If necessary, further adjustments in income may 
be made to divide the income between land and buildings. If 
a rate of return is determined for the investment in the land 
and the amount thus produced is deducted from the total income, 
the residual income is attributable to the improvements includ- 
ing both return on and return of the investment. If the reverse 
is done, i.e., a rate of return is calculated for the investment 
in the improvements and this amount is deducted from the total 
income, the residual is attributable to land. 


b. Selection of Rates 


An investor in income producing property wants to receive 
three things from his investment. First, he wants a rate of 
interest on that part of his investment represented by the land. 
Second, he wants a rate of interest from that part of his in- 
vestment represented by the improvements, and third, he wants 
to receive an amount over the income period which will equal 
the value of that part of his property that wears out with 
the passage of time. 


When we speak of "capitalizing" income there are four 
types of rates that are commonly referred to. They are an 
interest rate, a recapture rate, a capitalization rate, and 
sometimes an overall rate. The interest rate is the yield or 
return on an investment. The interest rate is the one usually 
used in capitalizing the amount of income obtained from the 
land or non-wasting asset. This rate is usually obtained 
from surveying the market area. In other words, if the going 
interest rate for similar investments is presently 6% then 
that rate would be a proper one to use. 
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The recapture rate is the annual average rate needed to 
recapture the investment in the wasting assets over the 
remainings life and 1s expressed hy the formula: 

Tecanture rate = 190 


Remaining life in vears 


For example, if vou have a wasting asset worth £100,000 and 
it has an exnected remaining life of ?5 vears, the recapture 
rate would be '!" or *4,000. This is the amount an investor 
would have to obtain each year during the 25 year veriod to 
recover his $100,000. 


The capitalization rate is the sum of the recapture rate 
plus the interest rate. If you are using an interest rate of 
6% and had a recapture rate of 47, the capitalization rate 
would be 10%. 


The overall rate is the "percentage which combines within 
itself the interest rate for land and the canitalization rate 
for building, and which expresses the relationship between the 
entire property and the net income before recapture, imputable 
fe) alte! 18Y/Z 


The most valid means of determing the various rates to 
be used is by an analysis of income-vroducing sales in the 
market area. There are sophisticated methods for making these 
determinations but for our purposes it is not necessary to 
discuss them in order to illustrate a simple application of 
the income method of valuation. 


Let us take as an example an apartment house having a 
gross income of $25,900 annually and a net income, after 
deducting all expenses and losses, of $13,500. We will further 
assume that the land has an. independent value of $50,000 and 
that the going, interest rate in the market on similar types of 
investments is 7%. Therefore, the amount of the net income 
attributable to the land is $3,500 (7% x $50,000 = $3,500). 

The residual income of $10,000 is attributable to the apart- 
ment house. If we assume that the anartment house has a 
remaining life of 33 vears, the recapture rate is 3% and when 
this is added to the interest rate of 7% we obtain a canitali- 
zation rate of 10%. The estimated value of the anartment house 
is then determined to be $100,990 which is obtained by dividing 
the annual income attributed to the building by the capitali- 
zation rate ($10,000 + 19% = $100,900). When the value of the 
land ($50,900) is added to this, the total estimated value of 
the property is determined to be $150,000. 


8/ American Institute of Real Estate Appraisers, Appraisal 
Terminology and Pandtook, at 147 (Sth ed. 1967). 
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Tf the overall rate is used to determine value, the net 
income before recapture is divided by the overall rate to pro- 
duce an estimate of total value. For instance, if the overall 
rate approach were used to value the apartment house MANE TG 
to in the previous pararraph and the market indicated a 9% 
overall rate was prover, the estimated value CV Goole apartment 
and lot would be $159,000. This is calculated by dividing the 
net income of $13,599 by the 9” rate. 


ec. Techniaues of Capitalization 
In the first anartment house example above, we assumed 

that a rate of return was determined for the investment in 

the land and deducted from the total income with Bue residual 

income being attributed to the apartment house. Ths sone 

techniaue of canitalization but there are others. Jn order 

to achieve an estimate of value from capitalization of income, 

the appraiser must decide which technique is to be employed. 

In making his selection he will consider: 


1. The amount and validity of data 
available to value either land 
or buildings by other approaches; 


2, Whether land or improvements 
represent the major portion of 
values 


3. The character of the land and par- 
ticularly of the buildings; and 


4. The character cf the income stream, 
4i.e., will it possibly change or is 
it ruaranteed for a given term of 
years. 


The following are the three nrincipal techniques of canitali- 
zation. 


(1) The Building Residual Technique 


This ts the technique used in our first example. In this 
techniaue the net income is reduced by deducting a return oer 
the investment in land and the residual income applies ones fe) 
the improverents. “he arpratser must insure that a prove? ' 
charge for the return on the investment in land has mee? made 
arainst the sross income. In this techniaue, the aes ai 
will emrlov a canitalization rate (i.e., a rate combining oe 
interest rate and the recapture rate) to capitalize the resi- 
dual income into an estimate of value for the improvement. 

The rate must provice for both a return on and the Pees ouee 
of the investment. The land value, which is estimated from 
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market cata, is then added to'the indtanted improvement value 
to give the total value for the nronerty. ‘This technique In 
usually used where land value is readily measured by market 
data or where the imnrovements are nearing mid-life or not 
susceptible to accurate analysis by other techniques. 


(2) The Land Residual Technique 


A "land residual" techniaue is one in which the residual 
income -- that is the income remaining after deducting an 
amount for the investment in the improvements -- is solely 
attributable to land. This residual income is then converted 
by capitalization into an estimated land value. The value of 
the improvements, estimated by other means, is added to the 
land value to obtain a value for all the pvronerty. In this 
technique the appraiser must be sure he has made a proper 
deduction from the net income for the return on and return of 
the investment in the imorovements. Jn capitalizing the 
income from the land, the appraiser will employ the interest 
rate determined by surveying the market area. This approach 
is used where the buildings are new and represent the highest 
and best use of the land, where valid costs and depreciation 
estimates are present, and where land sales are lacking or 
have minimum validity. 


(3) The Property Residual Technique 


In this techniaue the income after deduction of all ex- 
penses is residual to the total property and may be converted 
into an indication of total value by direct capitalization. 

In other words, a portion of the net income is not first attri- 
buted to a return on the investment in land as in the building 
residual technique or a return on investment in improvements 

as in the land residual technique. The rate used in this tech- 
nigue is the so-called overall rate which does not distinruish 
between return or recapture on land or improvements. This 
technique may be used when land and improvements cannot be 
treated individually or where, as in an agricultural area, 
buildings are present but of relatively insipnificant value. 


The outline diagram on the next two pages has been pre- 
pared to summarize the procedures used in the income anproach 
to valuation. in the top part of the outline the initial 
steps used to obtain the net income attributable to land and 
buildings are set forth. Below this are the stens used in 
the three capitalization techniaues. 


F, Correlation and Final Estimate of Value 


Pollowing the steps set forth above, the annraiser. now 
has before him three separate indications of value arrived at 
by the three means of analyses. This, of course, assumes he 
was able to use all three approaches, which is not always the 


case. From these three estimates, he must prepare one final 
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FIGURE 4 


OUTLINE OF CAPITALIZATION PROCESS 1/ 


Estimated Gross Income 

Less Vacancy and Collection 
Loss (if applicable) 10% 

Effective Gross Income 


Less Expenses: All fixed 
Operating and Reserve Charges 


Net Income to Property 
(Land and Buildings) 


$ 25,000.00 


$ 2,500.00 


$_9,000.00 


$_13,500.00 


Select Capitalization Technique 2/ 3/ 


A. Land Residual Technique 


Net Income to Land and Buildings 


Less Building Charges Return 7% 
Recapture 3% 


Building Value (Assumed) $100,000 @10% 
Net Income to Land 
Land Value 
$3,500 Capitalized @ 7% 
Building Value 


Indicated Value of Total Property 


B. Building Residual Technigue 


Net Income to Land and Buildings 
Less Land Charge 
Land Value (Assumed) $50,000 @ 7% 
Net Income to Building and Recapture 


Capitalization Rate: - Return 7% 


$ 13,500.00 


$_10,000.00 
$ 3,500.00 


$ 50,000.00 


$100,000.00 


$150,000.00 


$ 13,500.00 


$_3,500.00 
$ 10,000.00 


Building Value 


$10,000 Capitalized @ 10% 


Land Value 


Indicated Value of Total Property 
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Net Income to Land and Buildings 


Indicated Value of Total Property 


Property Residual Technique 


$100,000.00 
$ 50,000.00 


$150,000.00 


——— 


$ 13,500.00 


Capitalize using overall rate 


$13,500 @ 9% 


$150,000.00 


Se 


Outline is for straight line capitalization. 


The annuity or 


present worth method would follow some basic outline 


using present worth factors rather than rates. 


A slight 


modification is required if the property has value 


remaining at the end of the annuity term. 


Examples assume land value of $50,000 and building value 
of $100,000 with a 33 year remaining economic life. 


fhe authors recognize there are other more sophisticated 
capitalization rechniques such as the "Mortgage Equity 
Method of Capitalization" referred to at page 318 of the 
American Institute of Real Estate Appraisers' The 

raisal of Real Estate (5th ed., 1967), but such methods 
oF Capitalization are not discussed in this chapter 
because of the desire to avoid becoming too technical. 
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estimate of value. Correlation, as the term is used here, 
is really the anpraiser's review and reanalyses of all he 
has done to this roint. The process of correlation takes 
place throughout the annraisal process as useful information 
is worked further and further down to a svecifie indication 
of value. 


In theory, if each element of the market and the differ- 


ence between pronverties could be determined with comnilete 
accuracy, the indications from the three approaches. should 


be identical. Because this is not the case, and each approach 
reflects different considerations, the three indications will 


vary. The appraiser must evaluate the validity of each 
estimate and form his final estimate of value. 


This correlation, should be a very critical analysis 
and evaluation of the information derived from each of the 
three approaches, taking into consideration: 


1. The amount and validity of the data available 
and used in each approach; 


2. Whether all significant influences inherent 
in each approach have been properly and 
accurately considered by the appraiser; 


3. The reliability of the indication of value 
obtained from each approach in relation to 
the market in which the appraiser is dealing; 


4, Whether the assumptions made in each approach 
are valid and reliable; 


5. Which approach and elements thereof most 
accurately reflect the important factors of 
the market in which the anpraisal is being 
made}3 


&. Which factors and influences avpear to be 
the most imoortant in the minds of buyers 
and sellers in relation to the tyne of 
property being apvraised; 


7. Which of the three anproaches most nearly 
reflects this market thinking. 


The appraiser may then consider the range reflected by 
the three indications of value and also whether, in view of 
Ghevdatavetieseauindications establask a reasonable ranre. 
Lie See hdieiiadiss obey. GO NOt, one mUSt. PeCOnsi aor. Sone 
the assumptions, premises, techniques or data that he has 
employed. If, in his final judgment, a reasonable range of 
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value has been established it becomes necessary to five 
final consideration to how the vnroperty being appraised 
fits into’ this’ overall range. In the final analysis, the 
appraiser may select one of the three indications as his 
estimate of value, or he may conclude a different final 
estimate, but within the range established by the three 
indications. 


G. special Appraisal Problems 


The appraisal process just described is a classic 
approach to appraising. Today, the appraiser is frequently 
confronted with specialized problems such as appraisal of 
partial interests in property or of particular types of 
intersests such as minerals or timber. The presence of 
these problems does not invalidate the appraisal process. 
Rather, they require the appraiser to be well versed in 
the vrocess. He must have a thorough understanding of the 
economic concepts, the means of analysis available to him, 
and the capabilities of the approaches and techniques. 

He must fully understand their strengths and weaknesses 

and the means by which they permit the appraiser to achieve 
a valid conclusion. When faced with a specialized problem, 
the appraiser should be capable of selecting the most valid 
method of analysis for solution of the problem, adapting 

or modifying the classic approach as required. 


Some of the specialized problems neculiar to public 
land acquisition, exchange and disposal will be explored 
here in terms of their peculiarities which may influence 
the appraisal process. 


alls Valuation Under Eminent Domain 


The appraisal process is definitely applicable in ap- 
praisine for eminent domain purposes. However, further 
problems are created by the introduction of new terms and 
concepts and because the problem must be solved within a 
lecal framework. The laws of eminent domain vary from 
Surisdiction to jurisdiction, but they menerally have a 
common character. Usually they detail what may or may not 
ce considered in the appraisal and they at times control 


tne techniaues and approaches which the avpraiser may employ. 


“hile the three standard anproaches to valuation are 
applicable to appraising for eminent domain, their use, 
aoplication and results are frequently limited or altered 
by ex@stingr laws In other words, the results achieved may 
varv from the actual oneration of the real estate market 


due to hypothetical conditions created by law. 
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Generally, the market data approach is accorded the 
greatest weight in condemnation law. The place, use and 
significance attached to the cost and income approaches vary 
greatly by jurisdiction. In those jurisdictions where thelr 
use is permitted, they are frequently limited to specific 
situations and conditions. 


Finally, it should be noted that even the use of the 
market data approach is subject to judicial scrutiny as the 
laws tend to give the trial court wide discretion in deter- 
mining what is a comparable sale and, therefore, admissible 
into eyidence. Situations frequently arise where the 
appraiser has reached a conclusion only to find that the 
evidence on which it is based is not comparable under the law. 
The data used may very well be valid in the real estate 
market, yet not considered valid under the law. Therefore, 
in a condemnation situation, the appraiser must choose 
his data with one eye on the rules of evidence used in the 
jurisdiction in which he is operating. Inasmuch as the legal 
definition of "comparable" is not always exact, it is 
freauently the cause of divergencies between appraisals. For 
example, two appraisers, appraising the same property, using 
essentially the same premise and approach can reach two 
totally different conelusions when each is given different 
instructions as to what is comparable and what is not under 
the law. 


a. Enhancement and Diminution in Value Caused 


by the Public Project 


One concept which is added to the problem in eminent 
domain appraisals involves adjusting for increases or 
decreases in property value caused by the proposed project. 
Prior to the actual acquisition phase of a public project, 
there will often be a period during which the project becomes 
known to the public and the real estate market. During this 
time, which can extend over several years, the type of project, 
its extent, the properties involved, and the relation of 
other properties to the project become known. This knowledge 
will normally cause a reaction in the real estate market. 

For example, there may be an increase in real estate activity, 
rapid increase in price levels for lands surrounding the 
project, speculation or investment purchases in anticipation 
of further price increases due to the projeet, or a decrease 
in the value of lands to be taken for the project. Therefore, 
this knowledge may result in both an enhancement within the 
general area and a detriment to specific properties. 


The general rule in appraising properties required for a 
project is to recognize neither the enhancement nor the 
diminution in value resulting from the project. The market 
value estimate for the property must not include any value 
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increment created by market reaction, Nor should the owner 

of property to be taken be penalized if the project has 

caused a decline in property values. Generally, property 
which will be totally acquired for a project becomes unmarket— 
able with a resulting decrease in value, while the remaining 
properties increase in value. Since the data obtained for 
analysis will usually come from lands which will remain, the 
appraiser must adjust his estimates of value for project 
influence. 


If the period between public knowledge of the proposed 
project and acquisition of property is relatively short, valid 
data may be found in the market area. In such a case, data 
may be available from preproject sales which could be adjusted 
for normal increases or declines and other nonproject variations. 


More often, however, project influence has been a factor 
for a number of years. In facing this more difficult problem, 
three alternatives may be considered. First, the appraiser 
may attempt to obtain preproject data within the market area 
and make adjustments on the basis of conditions, anticipations 
and trends which existed at that time. Second, the appraiser 
may obtain current data on similar properties in another 
market area which is comparable except for the project 
influence. Finally, the apppraiser may obtain preproject 
market data from the immediate area but make adjustments on 
the basis of market activity and trends from a comparable but 
nonproject influenced area. 


b. Severance damages 


A second special problem in the field of eminent domain 
arises if there is an acquisition of only part of a piece of 
property or if a partial interest is being taken in an entire 
parcel. An example of the former would be a strip of ground 
across the front of a property for a highway right-of-way. 

A flowage easement across an entire farm would illustrate the 
latter type of interest. 


In this situation the rules of the appraisal process 
are applicable but may have to be modified because of the 
partial taking and the applicable law. Two special factors 
must be taken into account, severance damages and offsetting 
benefits to the remainder not taken. Severance damages have 
been defined as the damage to the part not taken "which 
arises (a) by reason of the taking (severance), and/or (b) 4 
the construction of the improvement in the manner proposed." 9/ 


g/ American Institute of Real Estate Appraisers, Appraisal 
Terminology and Handbook, at 177 (5th ed. 1967). 
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There are three principal methods in common use for 
measuring severance damages. The first rule, known as the 
"before and after" rule, is often referred to as the Federn] 
rule, although it is also followed by many states. This 
rule holds that the measure of compensation for a partial 
taking is the value of the entire property immediately 
before the partial acquisition less the value of the remaining 
vroperty immediately after the acauisition and the construction 
of the proposed improvement. For valuation DUPRPOSES,, sauteed 
assumed that the proposed improvement is constructed at the 
time of taking. This method automatically takes into account 
offsetting benefits, which shortly will be discussed more 
thoroughiy. 


the before and after method is probably the most widely 
used, but it has its limitations. If a small parcel, such as 
one acre, is being taken from an extremely large property 
comprised of thousands of acres it is not practical to spend 
the necessary time and money to appraise the entire large 
parcel before the taking and then appraise the remainder 
after the taking. Also, in such cases, the difference in 
value between the original parcel and the remainder may not 
be measurable. 


The second method for measuring compensation for partial 
takings is to value the part taken as a separate unit and 
add to it any change up or down in the value of the remainder. 
ghis method is particularly suitable to situations like the 
one just mentioned where a small parcel is being taken from a 
large holding. 


The third method is to value the part taken as a part 
of the wnole and to add thereto any change in value of the 
remainder. The difference between the second and third 
methods may be illustrated by the following examole. Let us 
assume that the entire parcel consists of a section of land 
from which the Government seeks to acauire a 60-foot strip 
along one side to be used as a right-of-way to widen an exist- 
ing adjacent highway. The physical characteristics of the 
acreage are assumed to be the same throughout the section. 
Under the second method the 60-foot strip would te valued as 
a separate unit and because it is adjacent to an existing 
highway would nresumably have a different highest and hest 
use than a similar auantity of acreage located away from the 
highway. Thus, the acreage in the 60-foot strin vould have 
a higher value. To the value of this strip vould be added 
any change in value of the remainder. 


Under the third method, the 60-foot strip would be 
valued as nart of the entire section. As the land throughout 
the section is homogeneous the acreage in the strip would be 
valuec the same as any other acreage within the entire parcel. 
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After the taking the landowner would still have as much land 
contiguous to the highway as before, Again, in this method, 
any change in value to the remainder would be added to the 
value determined for the part taken. 


The final determination of value can vary considerably 
depending upon which of these three methods is used and the 
applicable court rules concerning offsetting benefits. This 
will become more evident after benefits have been discussed. 


Regardless of the method used for determining just 
compensation in a partial taking, the appraiser must keep 
in mind that even though there are damages to the remaining 
property, they may not always be compensable under the law 
of the local jurisdiction. Generally, only damages that are 
direct, proximate and certain are compensable. Potential 
damages or speculative damages are generally not compensable. 
Thus, speculative damages for loss of business, loss of good 
will, or loss of profit that may be suffered are not compen- 
sable. Nor are such things as relocation or moving costs 


usually recoverable as damages resulting from the condemnation.10/ 


Where there is a question of compensable or noncompensable 
damages, the appraiser often must rely upon the attorneys for 
legal instruction. 


Regardless of which of the three methods is used to 
measure severance damages, the three approaches to valuation, 
market data, cost and income, may be used to appraise the part 
taken and the changes in value to the remainder. However, 
additional data may have to be acquired in the appraisal 
process which is applicable to the remaining property. The 
adjustments which may have to be made in the three general 
valuation approaches to accomodate for partial takings are 
explained briefly below. 


(1) The Cost Approach 


When improvements are involved and a portion of the 
estate is to be valued, the effect on the value of the im- 
provements remaining caused by the splitting of the estate 
must be considered. Because of the partial taking there may 
pe a further decrease in value to the remaining improvements 


10/ There are several Federal laws that do authorize the pay- 
ment of relocation or moving expenses, but such payments are 
made separate and apart from the compensation paid for the 
property taken and therefore do not affect the appraisal of 
the property. For examples of such laws see the Federal Aid 
Highway Act of 1968 [Act of August 23, 1968, Pub. L. 90-495, 

§ 30, (624Stat .. 830; 23.0.S.G. $42501+521. (Supp. 1969) ] and the 
Housing and Urban Development Act of 1966 [Act of August l, 
1968, Pub. L. 90-448, Title V, § 516, 82 Stat. 526, 42 U.S.C. 


§ 1465 (Supp. 196%)]. 
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and there may be changes in the amount of functional or 
economic obsolescence ora change in the hirhest and best 
use of the improvements. 


Often times damases may accrue to the remainder which 
can be corrected. In such cases the measure of.damages is 
the "cost to cure", unless this cost exceeds the loss in 
value to the remainder if the damage is not corrected. 
Examples of curahle damapes include renlacing wells and 
irrigation systers to restore productivity, releveling and 
refrading roads and ditches, replacing fencing, landscaping 
and paving, correcting drainage changes, and constructing 
roads, driveways and sidewalks. 


{2) The Income Approach 


This approach is used in the case of partial takings 
when the. income producing capability of the remainder is 
impaired. The change in income capability may result because 
of a change in highest and best use which is so great that a 
new income analysis is required based on data comparable to 
the new use of the remaining property. Where there is a loss 
in income or an increase in expenses occasioned by the 
partial acauisition, the capitalization process may be 
applied separately to such changes in arriving at a conclusion 
of value resulting from such partial taking. For example, 
if the remaining property will enjoy the same income after 
the partial taking but the expenses of producing it will be 
increased $1,000, and if the property was valued on the basis 
of a 10% return before the partial taking, the indicated loss 
would be $10,000 ($1,000 — 10%). 


In other instances the nropnerty may produce the same net 
income as before the vartial taking, but the prover rate to 
be used to determine value could change due to increases or 
decreases in the risk involved. For example, a property 
producing a net income of $12,000 per year on the basis of 
a 5% return would have a value of $240,000. However, if, 
after a vartial taking, the net income remains the same but 
the market indicates a creater risk is involved, a different 
return, such as €%, might be more appropriate. In that Case, 
the value of the pronerty would be reduced to $150,009 
($12,095 + 8%), 


Thus, the ineore anproach may be used itn determining the 
effect of severing a partial interest from tne whole property 
in cases where there is a change in income and expenses, a 
change in highest and best use, or a chance in the attractive- 
ness and risk of investment. 


aa 


(3) Market Data Approach 


When this approach is used to value a partial interest 
the major change from the standard appraisal process is in the 
type of data used. The basic considerations remain the 
same, but the data must be altered or reanalyzed in terms of 
the situation after the partial interest has been severed, 

The data used in valuing the property in the "before" condi- 
tion may be sufficiently comparable to be of use in evaluating 
the remainder after the severance, but this is not always 

the case. In some instances the changes to the remaining: 
property caused by the splitting of the property are so great 
that entirely new data may be required. Sometimes, it is 
possible to gather market information from remaining properties 
where similar acquisitions have occurred. Such data would be 
ideal in evaluating the remaining property. This type of data 
is often available when numerous partial interests are being 
acquired for freeways or land surrounding reservoir projects. 


c. Offsetting Benefits 


While the condemnation of a partial interest may cause 
damages to the remainder, this does not occur in all cases. 
In some instances there may be what are termed “offsetting 
benefits" which accrue to the remaining property by virtue 
of the construction of the proposed public improvement. In 
some cases there may be damages to the remainder and off-= 
setting benefits. Benefits from a public project are often 
categorized into general and special benefits. General 
benefits have been defined as those "which accrue to the 
community at large, to the area adjacent to the improvement, 
or to other property similarly situated as that taken but 
which property is not taken." 11/ Special benefits have been 
defined as those "which accrue directly and solely to the 
advantage of the property remaining after a partial taking." 12/ 


Benefits, either special or general, can accrue due to 
several factors, such as increased or improved accessibility, 
improved physical conditions or capability such as results 
from the construction of a levee, improved physical amenities 
such as occurs to remaining property overlooking a reservoir, 
an increase in the highest and best use, increased visibility 
and exposure, elimination of competing land uses, or improved 
location. 2 


The extent to which benefits may be offset against 
damages resulting from the taking of the property depends 


ll/ American Institute of Real Estate Appraisers Appraisal 
Terminology and Handbook, at 91 (Sth ed. 1967). 


12 / ds cater es. 
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upon the legal furisdiction involved. There are several 

— recornized in this country. The Federal rule which 

is followed ty 2 number of the states, permits all wenerits 
geeneral and special, to be set off against the entire com- ; 
mensation. This rule, which is a part of the "before and 
after" rule discussed above with regard to severance damages, 


has been described as 


follows": 


Stated fenerally, the correct measure 


of value in 
nation of a 
fair market 
immediately 
fair market 


a case involving condem- 
part of astract as the 
value of the entire tract 
before the taking less the 
value of the remainder 


immediately afterwards. 137 


Under this rule, if the offsetting benefits are 

the landowner will receive no Poapencetians or A ner G 
Gamages of $1.09, for the property condemned because the 
benefits to his remaining property will be equal to or in 
excess of the value of the part taken plus any possible 
severance damages. ; 


Another rule, which is followed by some of the 
provides that benefits, feneral and Speciale may be canons 
only against the remaining property not taken. In other 
words, the value of tenefits cannot be used to diminish the 
compensation to be paid for the property actually taken, but 
only to diminish any severance damages which might otherwise 
be awarded. Other states allow only special benefits to be 
set off, in some cases only against the remainder, and in 
others, against the entire compensation. Thus, there are a 
variety of rules in effect and the appraiser must be informed 
on which rule he is to follow. ; 


2. Yaluation of Snecific Interests 


Another type of special problem which often confronts 
the appraiser is the valuation of specific interests in a 
Siven property. This frequently arises in cases of lease- 
holds and timber and mineral rights. There are other types 
of snecific interests that an appraiser may have to value 
from time to time, but “we ‘will only. briefly discuss these 
already mentioned just to illustrate some of the nroblems 
encountered and the procedures used to solve them. 


a. Leaseholds 
The valuation of leaseholds 


is one of the clearest 
examples “of valuisne part of the rin ' te 


Uuwcvedwacate say. e:cOUr, Sacer eG ellb. ata2lou(Stbucir 


13/ ae 216 22 
TNGETH: ob enue. 


fee ownership. In the case of a lease, the fee owner has 


conveyed the right of use to 
veriod of time and. snecified 
simply, consist of the right 
and the right to receive the 


another party for an agreed 
rent. ‘he owner's rights, very 
to collect the specific rent 
property hack at the end of the 


agreed neriod of time. This latter right is termed a revcr- 
sion. The occupant, on the other hand, has the right to the 
use and enjoyment of the property for the term agreed upon, 
and the right to collect any rental value over and above the 
amount due the owner. This latter situation occurs when the 
economic rent, which is the amount the property should carn 
if available in the market, exceeds the contract rent, which 
is the rent actually provided for in the lease. 


The valuation of leases classically proceeds from the 
premise that the value of the sum of individual rights cannot 
exceed the value of the whole. Thus, the valuation nroblem 
ts one of valuing the whole and proportioning it among the 
various rights. 


The value of the owner's rights are normally obtained 
by computing the present worth of the rental income over the 
term of the agreement and the vresent worth of any value 
remaining in the property at the end of the lease, i.e., the 
reversionary value. The value of the lessee's interest, if 
any, would be the difference between the value of the owner's 
rights and the total property value. Such a value is created 
where the economic rent exceeds the contract rent. The value 
of the lessee's interests may also be expressed as the present 
worth of the net difference between economic and contract 
rent. Where the owner has a very favorable lease, an extremely 
sound tenant or rent in excess of the economic rent, the 
property may be worth more subjeet to the lease than it is 
without the lease. In such cases a bonus value due to the 
lease is said to be present. 


b. Timber and Mineral Rights 


“here the use of land involves the production of natural) 
resources such as timber and minerals, additional considerations 
or rodifications enter the valuation vrocess. ‘While timber 
and rinerals in their natural state represent real property, 
because of their special characteristics, very often the real 
nroperty appraiser is not cualified to value these interests, 
and specialists, suclr as forest appraisers and geolorists, 
are required to assist in determining the value of the real 
nroperty. This study will not discuss in detail the fine 
noints of valuing timber and minerals, but rather will only 
briefly mention these special fields to five some tndication 


of the rrocesses used in appraising timber and mineral. lands. 


Both timber and mineral valuation reflect a direct t 2 


application of anticipted income. The value of such Hie App rae e Teper’ 
property is related to the income to be derived from the ) Ei Bade esd le arte Meare er as : 
manufacturing and sale of the natural resource. Such property anaes er Pee gi en Aa Beene nia Sao ee ce ee 
may be valued by the market data sopeerne by See of of Swi eer of ee re See saree eee form 
sales of similar properties having such resources, ne eget MR is ie a ik So eee : : ; 
available market data will determine whether the timber or abet ee Te BAS Ment cs aia es i he of the assignment, 
minerals are appraised separately or together with the land. Ais SEERA Sih eo I sae as Soe of a standard form report, 
In either case, the data available on other sales must be pan per OR 32 WLS me Sr ae Ve ere ee a 
thoroughly analyzed, including such variations as the type of aie eat — . 4 
timber or mineral, its quantity and quality, or the ease See pee ee, ee eee SOMO Ge ae 
and costs of marketing or converting it into personal property. wate ‘Ree sha Pe ee ives ws ict ered nen Pete eS 
Proper adjustments must be made for these variations. a full menane SI nag tal SEE ee ke peat aa aco eatee pod 
In the income approach to valuing timber, the estimated id aids ST Roan Cer RCt er Aaa Rt Ue Oe 
hoa income is based on the timber cruise estimates of party. Some fovernmental agencies and piivate anatieucieua 
quality and quantity and, depending on the end products sold, GHIcH ape Constantly anvotved in munesous Pee 
current selling prices per unit of cut timber or manufactured doneiopes eee | oA eear sete MR ee ae . ebetys 
products. From this is deducted the logging costs, milling oe ear rate fae eee io Sieh ek ¢ EA eletae a ee ee 
costs, overhead and expenses, and a factor for profit and iegt 2e cr eee 5 ee aes ge ae wpe 3 ene" Bae ae 
risk. The residual amount reflects the full value of the purpose.of» the’ appraisal report is to present the appraisal 
timber if all the timber is to be cut at one time and the problem, the method of solution, and the solution. This can 
usually be most adequately accomplished through the Pep eal 


land converted to nontimber use. If the timber is to be cut 


over a period of time or at uniform annual rates the residual mers ate Dey 


Be esc ceaatnne Renard ne nee Narrative reports vary in format and content, depending 
maining after the timber is removed to determine the value of ee BOS Ot ee. and PRE navies of the appmalsers 
the total property. ; owever, they are menerally divided into three parts: the 
) first part being an introduction, the second part consisting 
of the descriptive material, the analyses and the conclusions 
The valuation of mineral lands employs the same basic 2 Ss > 
S and the third part which is an addenda containing maps and 
Penne ak and considerations set forth above for timber. detailed property and market data. An example of the organi- 
e primary concerns are the quality, quantity and market~ zation of a narrative tyne report is set forth on page 48 
ability of the resource, with consideration being given to a ; x pag : 
the cost of producing it. With regard to minerals, the F 
specialist is, of course, oriented toward geology rather than Weeiie Ph ie EAN Eee Se ee eae pie as 
forestry. In many cases the yield on mineral properties is them at once. Then in the summary of irportant conclusions 
apt to be an annual amount over a sustained period of time ne should nresent the major factors which he considered in : 
and the income flow is rather evenly distributed, as is also Pedchine nisl eseimese RE ance 
often the case where timber is harvested on a sustained yield ‘ae : i 
pete In such instances, the total projected income is The amount of detail which is presented in the second 
scounted to present worth. part of the report will vary denendine upon particular 
appraisal problems. The appraiser must use good judgment to 
In many cases, minerals are produced under a rental or be sure that he has SeneROe eA sufficient material and yet not 
royalty agreement. The income to the property is then a overburdened the renort with excessive detail — Sf outa 
function of quantity produced times the unit value to be paid. present all Sapcued ean eS PackOrs aie have a bearing on the 
Sap y gel ee Leb eg seals ta Cease eee Pap a appraisal problem and an effect on his conclusions and describe 
1neone vee th toa ee a exe 5 Teen bore the reasoning processes utilized in analyzing the data. The 
bbe4 id eile Ea dat ind Gee as Ce COs g Rhye e ASS anpraiser should explain the primary features of the market 
The difficulty arises in estimating annual production and the Anedtenetie Value LENO basis -e Criewhee ane determin a kee 
production period. It is desirable in employing the present wtenee Mana sheet Sueelee the Lnawcaeacn tue EE a SS 
worth concept to have a production history present and the oeak chelates aaa aRececee tn cone tri nae Seana 
existence of a solid market to insure continued annual demand te Sa i fer so ae solind, Saas AS Ce es - 
for the product. To the extent that these factors may be -17 
lacking, adjustments may have to be made in arriving at the ) = 


final conclusion of value. 
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PART I - 


FIGURE 5 
OUTLINE FOR NARRATIVE TYPE APPRAISAL REPORT 


INTRODUCTION 


Letter of transmittal (optionally including 
certification of value). 

Title page. 

Table of contents. 

Summary of salient facts and important conclusions. 


“PART II - DESCRIPTION, ANALYSIS, AND CONCLUSIONS 


Be/zs 
PART III 
ibe} 5 
19. 
20. 


gts 


Source: 


Statement of purpose and definition of value. 
Identification of property, legal description. 
Neighborhood and location factors. 

Record data - zoning, utilities, taxes. 

Site description, analysis, statement of highest 
and best use. 

Building description, analysis of functional 
utility and inutility. 

Analysis and interpretation of factual data. 
Indication of value by the cost approach. 
Indication of value by the income approach. 
Indication of value by the market data approach. 
Correlation and final estimate of value. 
Certificate of value (if not combined with letter 
of transmittal). 

Qualifications of appraiser. 


- ADDENDA 


Maps, plots, and pictures. 
Detailed statistical data. : 
Detailed property data, if too long to be included 


above. 
Detailed market data, if too leng to be included 


above. 


American Institute of Real Estate Appraisers, 
The Appraisal of Real Estate, at 384 (5th ed. 
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part of the report, the annraiser should develop the material 
in a logical seauence which permits the reader to follow the 
process used by the appraiser and to judre the adeauacy of 
the report and the validity of the conclusions. 


In the third part of the revort, the avpraiser should 
set forth sufficient exhibits, including maps and photographs 
where desirable, to substantiate the discussion in the second 
part of the report. In the addenda he can include material 
on comparable sales that is too long to put into the second 
part of the report, and other statistical information obtained 
from the market. 


As the purpose of the report is to show the aporaiser's 
reasoning in a manner which will convince the reader of the 
soundness of the appraiser's conelusions, it should be written 
with enough detail and clarity that a reader unfamiliar with 
the property is able to visualize the circumstances involved 
and have confidence in the estimate of value established by 
the appmpiser. The appraisal report is often the end product 
upon whith others base their decisions concerning the property 


‘appraised. They must have an adequate appraisal report if 


they are to support the reasons for their decisions. However, 
there should be a word of caution. The appraisal report, is 
not the appraisal. The adequacy, or lack thereof, of an 
appraisal report is not to be confused with the soundness of 
the appraiser's professional work. If the appraiser did an 
incompetent job throughout the appraisal process and his 

final estimate of value is wrong, an appraisal PEDORt.. a0) 
matter how well written, will not rectify the error. It is 
essential to good appraisals that the anpraiser be competently 
trained, have sound professional judgment, and do a thorough 
job in each steo of the annraisal process. 


CHAPTER 2 
THE EXISTING FEDERAL LEGAL SYSTEM 


Before looking at the actual appraisal techniques and 
practices used by selected Federal agencies, it would be 
helpful to examine and analyze the laws that govern these 
agencies in making appraisals so that we will know if their 
practices meet the requirements of the laws. The agencies 
with which we will be primarily concerned in this chapter 
‘are the Bureau of Land Management, National Park Service, 
Fish and Wildlife Service, Bureau of Reclamation and Bureau 


of Outdoor Recreation, all within the Department of the Interior, 


the Forest Service of the Department of Agriculture and 

the Land and Natural Resources Division of the Department 

of Justice. For comparative purposes, however, there will 

be some reference to laws governing other Federal agencies. 
The term laws or existing legal system, as used in this 
chapter, means not only the statutory laws, but also the 
applicable judicial decisions and administrative rules, 
regulations and decisions as they pertain to the appraisal of 
real property. 


A. Description of the Existing Legal System 


Except for intergovernmental transfers, Federal land 
transactions involve either the acquisition of land or 
interests in land from a private party or the granting of 
Federal property to such a person. Perhaps someone unaware 
of the facts would assume that there is either one set of 
laws governing all Federal land transactions with private 
parties, or that the laws applicable to the various Federal 
agencies are at least uniform, After all, one might very 
well ask, "Shouldn't owners of property being acquired by 
the Government receive uniform treatment regardless of the 
agency or department involved?" and "Why shouldn't Federal 
property, which is an asset of all the citizens, be disposed 
of in the same manner by each Federal agency?" However 
logical the arguments for uniformity that are posed by such 
questions might be, Congress has not seen fit to use the 
same language each time it has granted authority to an agency 
to acquire, dispose of, or exchange property. On the con= 
trary, it has enacted a variety of provisions authorizing 
land transactions. 


Appendix A of this report contains excerpts of statutes 
illustrating the diversity of provisions included in the 
statutes. Some of the laws prescribe fixed prices to be 
paid for the land to be transferred and, therefore, require no 
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determination of value. Others specify that a formal 
appraisal must be made before any land is transferred, while 
some laws require only an estimate of value. Some of the 
statutes requiring an evaluation state that a particular 

type of value such as "market value," "reasonable value," 
etc., must be estimated or determined. Also, some of the 
laws grant an officer of the Government discretion to deviate 
from the appraised value, while others do not. 


In addition to the lack of uniformity in the statutes 
there is diversity in the regulations and rules adopted by 
various agencies, as will be demonstrated in the following 


pages. 


1. Predetermined Fixed Price Situations Requiring No 


Evaluation. 


There are a number of statutes that fix the price that 
must be paid for land. 1/ The Desert Land Act 2/ provides 
that the desert land entryman shall pay a fixed price of 
$1.25 per acre for the land granted to him in his patent. 
The commutation provisions of the homestead law provide for 
payments of $1.25 per acre unless the land is located within 
the limits of certain railroad grants, in which case the 
price is $2.50 per acre. 3/ The laws governing the issuance 
of patents for land included in a mining claim set fixed 
prices of $5.00 per acre for lode claims and $2.50 per acre 
for placer claims. 4/ 


Not only has Congress established fixed prices, but 
Federal officials have also done so, pursuant to authority 
delegated to them. An example of this is contained in the 
regulations promulgated by the Secretary of the Interior 
regarding charges for use and occupancy of public lands for 
temporary road or railroad rights-of-way used in connection 
with mining, quarrying, logging and the manufacturing of 
lumber. These regulations provide for a fixed charge of 
fifty cents per mile per month. Sf 


Weer: examples of such statutes see Part I of Appendix A. 


2/ Act of March 3, UO es eC ie aL Ons § 1, 19 Stat. 377s 
as amended 43 U.S.C. § 321 (1964). 


¥Y 43 U.S.C. §§ 173 and 678 (1964); 43 C.F.R. F 220208 
T1969); 43 C.F.R. § 2211.2-2(b) (4) (1969). 


4/ Act of January 22, 1880, ch. 9, § 1, 21 Stat. 61 


4s amended 30 U.S.C. § 29 (1964), and Act of March 3, 1891, 
ch. 501, § 4, 26 Stat. 1097, 30 U.S.C. § 37 (1964). 


5/ 43 C.F.R. § 2234.2-3(a)(2)(411) (1969). 
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Where fixed prices have been established there is 
obviously no need for an appraisal or evaluation of the land. 
If the applicant meets all the requirements of the particular 
law, he is entitled to buy or use the land at the specified 
price regardless of its market value. Of course, it should 
be noted that the requirements the applicant has to meet 
under these laws are often rather Strenuous and the use of the 
land may be restricted. For instance, the Desert Land Act 
and the commutation provisions of the homestead law require 
the person applying for a patent to do such things as cultivate 
the land, install irrigation works if necessary, etc., and a 
mining claimant must locate a valuable mineral deposit and do 
certain annual assessment work. Thus, it may be rationalized 
that while the United States does not obtain cash equal to 
the value of the land, the national interest is served by the 
applicant complying with the prescribed requirements and 
restrictions and thereby the Federal Government does obtain 
full value. 


There are some statutes in which Congress has not 
established a fixed price but has set a minimum that must be 
paid for Federal land. In the Cemetery Sales Act the 
Secretary of the Interior is authorized to sell and convey 
to any religious or fraternal association, or private 
corporation, empowered to hold real estate for cemetery pur- 
poses, a maximum of 80 acres of unappropriated nonmineral 
public lands for cemetery purposes upon payment “of not “less 
than $1.25 per acre." 6/ By regulation, the Secretary of 
the Interior has preseFibed that the purchase price for such 
cemetery land will be fixed by appraisal of the fair market 
value but will not be less than the $1.25 per acre prescribed 
in the statute. V/ 


The law governing the disposal of lots in tewn sites on 
public lands sets a minittum price of $10.00 for each VERE 
but then goes on to provide for @eviations above and below 
this minimum. 8/ Also, occasionally, Congress has set forth 
a fixed maximum price which a Federal agency can pay for lands 
being acquired. An example of this is the Act of July 30, 
1947, wherein Congress stated that the price to be paid for 
lands owned by two public districts could not exceed 


6/ Act of March 1, 1907, ch. 2286, 34 Stat. 1052, 43 U.S.C. 
§ 682 (1964), 


T/ 43 C.F.R. § 2231.3(a) (1969). 


8/ Act of October 28, 1921, ch. 114, § 1, 42 Stat. 208, 
as_amended 43 U.S.C. § 713 (1964). 
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he market value 
80,000.00. 9/ In those instances where t 
- above or below the statutory maximums or minimums, the 
provisions of the statute and not the results of an appraisal 
will set the price at which the land is sold. 


2. Situations Requiring Estimates or Appraisals 

a. Situations Permitting Estimates of Value 

Without Requiring ormal Appraisals 
d transactions 

Most of the statutes governing public lan 
that do not establish fixed prices require that gone oF ee 
of value be made before any land is transferred. ate oe 
these laws do not use the words "appraisal" or "appraise i 
value," and, therefore, may not make a poreet pera a= 

. In such cases some type of estimate based o 
ae a complete appraisal may suffice. 10/ Laws phe ts 
exchanges of public land for private property are often re 
this type. They generally prescribe that the properties | : 
be exchanged shall be "of approximately equal value” or ae re 
equal value." 11/ Others require that the lands Sag eona ang 
"shall be approximately equal in fair market value. ey 


Sometimes, such as in the annual military isi a 
appropriation acts, Congress has actually used ka foil APE 
“estimated value." The general provisions ‘of the eee 
state that no part of the funds provided shall be rent ore 
the purchase of land or easements in excess gee of 
value as determined by the Corps of Engineers or mepe be 
Facilities Engineering Command, except in perenne pee ee 
stances, one of which is “where the estimated value dt 
than $25,000.00." 13/ 

nall Congress has included language on the 
inten tne as values may be determined. For ee. 
some laws say that the values "shall be ascertained in s 


In’ iculture, as 
er as the Secretary of the Interior [or Agr . 
cle seaes may be] shall direct." 14/ Another example of this 


9/ Act of July 30, 1947, ech. 382, § 2, 61 Stat. 628, 43 
U.s.c. § 613a (1964). 


10/ For examples of such statutes see Part II of Appendix 
A at A-2. 


11/ See Item Nos. 9-18 of Appendix A. 
12/ See Item No. 13 of Appendix A. 


13/ Act of September 26, 1968, Pub. L. 90-513, § 108, 82 
Stat. 864. 


14/ See Item Nos. 15-18 of Appendix A. 
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is the legislation relating to the Point Reyes National 
Seashore which provides that in acquiring lands for that 
facility the Secretary of the Interior can pay fair market 
value as determined by him and he "may in his discretion 
base his determination on an independent appraisal obtained 
by him." 15/ 


While these laws do not expressly require appraisals, 
they also do not prohibit using appraisals in making the 
required evaluations of property. As we shall see shortly, 
the executive departments have generally adopted rules and 
policies requiring appraisals for almost all land transactions, 
even in instances where the statutory language does not make 
them mandatory. 


b. When Formal Appraisals are Required 
(1) Statutory Requirements 


There are a number of statutes that do expressly state 
that the lands to be transferred shall be appraised or that 
they shall be bought or sold at their appraised value. 16/ 
These statutes are of several types. One type, such as the 
Public Land Sale Act of 1964 which provides that disposals of 
lané@ shall be at the appraised fair market value as deter- 
mined by the Secretary of the Interior, 17/ requires an 
appraisal by implication. Other laws are more direct. The 
Color of Title Act provides that upon the filing of an 
application to purchase lands "the Secretary of the Interior 
shall cause the lands described in said application to be 
appraised." 18/ Some laws go even further in their appraisal 
requirements. For instance, the law governing disposal of 
townsites in connection with irrigation projects prescribes 
that _the lands "shall be appraised under the direction of 
the Secretary of the Interior." 19/ Another law authorizes 
the sate of unproductive land within reclamation projects 
"at prices not less than that fixed by independent appraisal 


15/. Act of September 13, 1962, Pub. L. 87-657, § 3, 76 Stat. 
539, 16 U.S.C. 459c-2(b) (1964). 


16/ For examples of such laws see Part III of Appendix A 
at A-7. 


17/ Act of September 19, 1964, Pub. L. 88-608, § 1, 78 Stat. 
9U8, 43 U.S.C. §.1421. (1964). 


18/ het of BDegember 22, 1928, ch. 47, § 2, 45 Stat. 1070, 43 
Rese. * 1968a (1°€4). For other examples of laws expressly 
directing an appraisal, see Item Nos. 26 and 26 of hprendix Av 


49/ -oech of Apri 4o1655.1906 ,ch..4631,° $2, 34 Stat. 116, 43 
= 562 (1964). See Item tio. 29 of Appendix 4. 
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approved by the Secretary." 20/ The statute authorizing the 
sale of certain lands previously withdrawn for a reclamation 
project requires the land involved "to be appraised by three 
disinterested persons." 21/ 


Perhaps there were cogent reasons why Congress inserted 
different language in these acts, sometimes requiring 
appraisals by implication and at other times by express 
direction. One can only speculate about the possible motives, 
as there is no readily apparent reason for the differences. 
However, one thing that. should be noted is that all of the 
statutes referred to which require an appraisal are ones 
providing for the disposal or sale of public land. Congress 
has generally not been as insistent upon appraisals being 
made when the Federal Government is acquiring or exchanging 
lands. 


(2) Administrative Requirements 


As indicated earlier, even though Congress has not always 
insisted on appraisals being made before land is transferred, 
the rules and regulations adopted by various Federal agencies 
often make an appraisal a prerequisite to any acquisition, 
exchange or disposal. The regulations of the Department of 
the Interior on this subject are set forth in its handbook 
on appraisal of real property. The foreward to the handbook 
states : 


Departmental policy requires appraisals 
of all lands or interests in lands to be 
purchased, sold, or exchanged, Appraisals 
are also required for lands which are 
otherwise involved in real property trans-— 
actions under the jurisdiction of any 
bureau of the Department. Tnis is true 
except when the transactions involve no 
monetary consideration, nominal considera- 
ation only, or the consideration is 
established by statute. 22/ 


The same identical language is contained in Chapter II 
entitled "Administrative Appraisal Standards," except the 


20/ Act of May 16, 1930, ch. 292, §§ 1-2, 46 Stat. 367, 43 
U.S.C. §§ 424 and 424a (1964). See Item No. 30 of Avpendix A. 


21/ Act of Hay 20, 1920; ch. 192, $§ 1-3, 41 Stat. 695 and 
506; 4ZeU.S2C.°§ 375 (1964). :See Item lo..3) of Appendix As 
a Department of the Interior, Handbook Supplement to 


partment al Hlanual, Fart 692, Appraisal of Real Froperty, 


RP 
Foreword at 2. 
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word "monetary" is omitted in the last sentence. In other 
words, in Chapter II it says there shall be an appraisal 
except where "no consideration" is involved while the foreword 
says except where "no monetary consideration" is involved, 
This inconsistency in language causes some confusion in trytiny- 
‘to determine which version is correct and what is meant by 

the phrase "monetary consideration." Rather than engage in 

a semantical discussion or try to speculate on the extent to 
whieh the "no monetary consideration" exception in the one 
version is intended to modify the announced Departmental 
policy of requiring appraisals of all lands to be exchanged, 
it might be more enlightening to look at other Interior 
regulations relating to exchanges and appraisals. 


Part 2240 of Title 43 of the Code of Federal Regulations 
contains regulations governing the sale and exchange of public 
lands. The first three subparts (Subparts 2241, 2242 and 2243) 
pertain to public sales under the Alaska Public Sales Act, 

23/ the townsite laws, 24/ the act providing for the sale of 
Isolated tracts, 25/ and the Public Land Sale Act of 1964, 26/ 
Each of those acts specifies that the public lands shall not 
be sold at less than "the appraised" value. The regulations 
reiterate tne statutory mandates regarding appraised value. 

fs to the Alaska Public Sales Act, the regulations provide 
thet the authorized officer will appraise the land at its fair 
-market value. Paes The regulations pertaining to the townsite 
~“Yews Provide thatthe ‘lots to be sold 


[W]ill be appraised by such disinterested 
person or persons as may be appointed by 
the State Director. They will examine 
each lot to be appraised and determine 
the fair and just eash value thereof. 
improvements on such lots, if any, must 
not be considered in fixing such value. 28/ 


ea/, hee PY “August 305.1949, en, 521, 63-Stat.-679, 48/u:s8.c. 
S 364a-364e (1964). 


24/ Act of October 28, 1921, ch. 114, 42 Stat. 208, as amended 


Eee oeCe 3S 7 le-7 14 ( PUGH. 


25/ icG. Orarepruanry 26,1095, 7cn. 133, 20.Stat..687,.43,-U.S.C. 
SEL ie CLOG) 


26/ Act of September 19, 1964, Pub. L. 88-608, 78 Stat. 988, 
as_amended 43 U.S.C. §§ 1421-1427 (Supp. IV, 1968). 


27/43 GFR. § 2241 1-2(a) (1969). 
287 43 C.F.R. § 2242.1-1(a) (1969). 


OL ea 


The regulations regarding the sale of isolated tracts or 
sales under the 1964 Act also refer to appraised values, 29/ 


In contrast to the regulations regarding sales, until 
1969 the regulations governing exchanges generally did not 
specify that the value of the lands being exchanged had to be 
determined by appraisals. On the contrary, they often used 
other language. For instance, the regulations governing 
exchanges under the Taylor Grazing Act provided that the 
Secretary of the Interior in determining the value of the land 
involved could give consideration "to such matters as the 
actual appraised value of the lands." 30/ 


Also, prior to 1969 the regulations governing exchanges 
in Glacier National Park provided that the authorized officer 
who is to make the determination of value 


(WJill have a field examination report 

made of both the selected and the base 

lands to determine whether or not their 
value is equal within the meaning of 

the act (16 U.S.C. §§ 164 and 165)... 31/ 


Similar regulations governed exchanges in Bryce Canyon and 
Zion National Parks and at Chace Canyon National Monument and 
provided for field examinations as opposed to appraisals. 3e/ 
On the other Hand, the regulations relating to exchanges for 
the Point Reyes National Seashore provided that the National 
Park Service would arrange, by contract or otherwise, for the 
services of appraisers for the purpose of appraising both the 
offered and selected iands. 33/ However, all of these regula- 
tions which appeared to be in conflict with the Department of 
the Interior's policy of requiring appraisals have been re- 
pealed and are not in the 1969 edition of the Code of Federal 
Regulations. 


An example of an apparent deviation from the Department's 
announced policy requiring appraisals, except where the trans- 
action involves no consideration, nominal consideration or 


the consideration is fixed by statute, that is still in exist- 
ance is evidenced by the Bureau of Reclamation's Instructions 


29/  43.C.F.R. §§ 2243.0-5(b), 2243.0-7(a), 2243.2-1(a), and 
2243.2-1(c)(2) (1969). 
30/ 43 C.F.R. § 2244.2-2(a)(2) (1968). 
31/ 43 C.F.R. § 2244.5-1(e) (1968). 
32/ 43 C.F.R. §§ 2244.5-3(c) and 2244.5-5(e) (1968). 
33/ 43 C.F.R. § 2244.5-6(c) (1968). 
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whieh provide that “erional Directors 


may waive the requlrements for preparation 

of a formal appraisal report where payment 
for the land or interests therein will not 
exceed $500.00 in any one transaction ex- 
elusive of crop or other damage payments. 34/ 


The only possible reconciliation between the Department's hand- 
book and the Bureau's instructions is that the Bureau considers 
a payment of $500.00 or less as nominal consideration. 


The policy of the Forest Service regarding the necessity 
for appraisals is. similar to the Department of the Interior's. 
The Forest Service Manual provides: 


Appraisals will be made in all acquisitions 
or disposals, except interchanges with the 
Department of Defense under the Act of July 
26, 1956 (70 Stat. 656), and interchanges or 
transfers with other Federal agencies; and 
except. as otherwise authorized by law. Policy 
exceptions are restricted to the Chief. 35/ 


The Land and Natural Resources Division of the Department 
of Justice states in its booklet entitled "A Procedural Guide 
for the Acauisition of Real Property by Governmental Agencies" 
that: 


In any acquisition of substantial value, 
involving any significant need for condem- 
nation proceedings, the acquiring agency 
should obtain at least two appraisal reports 
by appraisers acceptable to the United States 
ALT OLTIEY e+e 5. 30/7 


Bie Types of Value Required 


In the previous chapter on the appraisal process the 
terms "market value" and "fair market value" were defined. 
Congress has frequently used the term "fair market value” in 
enacting legislation 37/ and seems to prefer it to the shorter 
"market value." However, Congress apparently intends "fair 


34/ Bureau of Peclamation Instructions, § 211.1.2 (May 23, 1963). 


35/. Forest Servite Manual, § 5410.31. 
36/ Land and Natural Resources Division, Department of Justice, 
A Procedural Guide for the Acquisition of Real Property by 
Governmental fAgencies, at 5 (1966). 
37/ For examples see Items 34 and 35 of Appendix A. 
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market value" to mean the same as "market value." At least 
that is what the other branches of fovernment seem to think. 
As we shall see shortly, the executive departments do not 
appear to recognize any difference in these terms in their 
regulations and manuals, and generally neither do the courts. 


"Fair market value" is frequently used, 
although there is no reason to suppose that 
the courts are consciously adopting a dif- 
ferent standard when tney make tnis addition 
of “fair™ to "market value." 38/7 


The term "fair" hardly adds anything to 
the phrase "market value," which denotes 
what "it fairly may be believed that a 
purchaser in fair market. conditions would 
have given" or, more concisely, "market 
value fairly determined.” 39/ 


In addition to using the term "fair market value" Congress 
has also frequently mentioned other types of value. 4O/ In 
the Surplus Property Act of 1944 providing for conveyances to 
local governments, Congress called for a price equal to 50% 
of the "fair value" based on the highest and best use of the 
property. 41/ In the law providing for the appraisal of so- 
called excess lands in reclamation projects, the Secretary 
of the Intertor istanstructed to fix the Sates prices) oF 
land on the basis of its "actual bona fide value." 42/ In 
contrast, the townsite laws require the Secretary of the 
Interior to fix the value of lots at their "cash value" 43/ 
and the Weeks Acts authorizes the Secretary of Agriculture 
to offer lands for sale as homesteads at their "true value." 4Y/ 


&/ 1 Lewis Orgel, Valuation Under The Law of Eminent Domain, 
17, at 79-81 (2d ed. 1953). 

39/ United States v. Miller, 317 U.S. 369, 374 (1943). 

40/ For examples of such laws see Part IV of Appendix A at A-9. 


41/ > Act-of October 3, 1944, ch. N79, § 13, 56.Stat. 770, 
ase amended 50°U.S.C..App. 1622(h) (2) (1964). 


42/ Act of May 25, 1926, ch. 383, § 46, 44 Stat. 649, 43 
U.S.C. § 423e (1964). 
4 


43/. cAet of. October 28,1921, sch. “kl45 Sut 2 sstate 208, 
as amended 43 °0.S.¢. 5 7le (1964). 


4/ Act of Harch 1; 1911, ch. 186, § 10, 36 Stat. 962, 16 
UeseGs 519 (2964) i. 


-59-= 


On several occasions when authorizing the acquisition of 
lands or interest therein, Congress has said that the lands 
may be acquired at a "reasonable" price. 45/ 


Congress is not alone in using terms other than market 
value. The Forest Service Manual uses the terms "cash market 
value." The manual states that appraisals are usually to be 
on the basis of the cash market value of the property. 4G6/ 

The Department of the Interior handbook on appraising says 
that appraisal reports of that Department are to be made on 
the basis of market value and that the market value referred 
to does not include other special types of value. It cautions 
appraisers to avoid vague, uncertain, and indefinite meanings 
attached to such terms as "fair value," "true value," etc. 47/ 


The literature on valuation, including court decisions, 
indicates that the terms "fair market value," "cash market 
value," "market value," "true value," "cash value," and 
"actual bona fide value," are often used interchangeably, 
without making any clear distinction between their mean- 
ings. 48/ If Congress intended these various terins 
to have distinct and different meanings, it has generally 
failed to so indicate, and the administrative agencies, 
in making appraisals of property, do not tend to prescribe 
different conditions for the appraiser because of any 
differences in the statutory language concerning the 
type of value to be considered. As we shall see, appraisals 
are generally made on the basis of "fair market Valen Ox 
"cash market value," terms which are considered to be synonymous. 


~ withe Regulations Governing Appraisals For Selected Agencies 


The appraisal procedures as prescribed in the regulations, 
rules and manuals applicable to the Bureau of Land Management, 
National Park Service, Fish and Wildlife Service, Bureau of 


4 


J ohet of siudy 14. 1943, ch. 238, .5 1, 5h Stat. 563, 16 

"S.C. §& 450aa (1964); See also Act of May 26, 1936, ch. 451, 
2, 49 Stat. 1373, 16 U.S.C. 433h (1964); and Act of April oi. 
G8 seen, 1942625. Stat. 94.33 U.S.C. .591 C1964). 


46/ Forest Service “anual, § 5410. 


4T/ Department of the Interior, Handbook Supplement to 


Departmental Manual, Part 602, Appraisal of Real Property, at 
10-11. 


h8/ See 1 Lewis Orgel, Valuation Under The Law of Eminent 
Domain, § 17, at 79-83 (2a ed. 1953); and 4 Nichols', The Law 
of Eminent Domain, § 12.1, at 9-17 (Rev. 3d ed. 1962). 


Reclamation, Bureau of Outdoor kecreation, i‘orest Service 
and Land and Watural Resources Piviston of the Department 
of Justice have been examined. In a few instances the 
procedures prescribed for otner Federal agencies have 

been reviewed for comparative purposes. These prescribed 
procedures are discussed in the following paragraphs. In 
a subsequent chapter the practices actually being followed 
by these same bureaus and agencies are examined to see 

to what extent, if any, the practices, appear to vary from 
the legal requirements. 


a. The Organizational Structure and Selection 
of Appraisers. 


There is very little in the statutes that specifies 
who should make appraisals or be responsible for them. 
Sometimes, as mentioned earlier and as shown by some of 
the examples in Appendix A, Congress has stated that the 
head of an executive department shall cause lands to be 
appraised under his direction, and some laws require 
an appraisal by "independent appraisers" or “disinterested 
persons." 49/ Because of the lack of detailed statutory 
requirements, the various Federal agencies have been relatively 
free to establisn their own organizational structure for 
carrying out their appraisal functions. 


The Public Land Law Review Commission asked a number 
of Federal agencies to furnish information on their organi- 
zational structure. Their responses, which are set forth 
verbatim in Appendix D, and discussed more fully in Chapter 
4, show variations between the agencies in the degree 
to which they centralize or decentralize the appraisal 
procedure, the qualifications they set for appraisers, 
and the location of the appraisal function in their total 
organizational structure. These are all administrative 
matters and subject to administrative change at any time. 


All of the seven agencies whose procedures were examined 
in detail use both staff anoraisers and independent appraisers 
under contract. The extent to which they rely upon their 
own staff is again a matter of administrative decision. 

In some cases these decisions are dictated by practical 
matters such as the volume of anpraisal work the particular 
agency has) in a locality. «Ae (otheretimes, the decision 

is based upon the particular type of appraisal or its 
purpose. The policies of the various agencies with regard 
to staff versus contract appraisers, like that of the 
matter of organizational strueture, is also covered more 


fully in Chapter 4 and in the responses to the Commission's 
49/ Supra at 54. 
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However, it can be said generally 


inquiry in Appendix D. o favor the use of staff 


ost of the agencies tend t 
idence except for high value RR oe ge ene 
eosapaetelty valuations such as timber, or mine ine ae 
the case of appraisals made for Pe ee pore SP icaveers 
Forest Service Manual regarding the use of ou 


states: 


ofessional appraisal services for 
Pees acquisition or disposal may be 
negotiated and contracts awarded a 5 
qualified professional appraisers ai 
such services are required because 
a heavy appraisal workload piaibets 
meeting the appraisal ee oc 

ff appraisers do not ha 
ere iratirnca knowledge, or (3) the ie 
States Attorney will not use a pier 
appraiser in condemnation cases. 50 


The Department of the Interior handbook provides: 


When time limitations, special ane 
complicated problems, unusually hig 
values or other factors make such 
arrangements advantageous to the : 
Government, the services of competent, 
qualified private appraisers may be 
obtained. 51/ 


es 
being made for acquisition purpos 
a et Lexie to favor the use of aa 
ies about to re 
aisers and requests that agenc 
nu esa for condemnation cases submit Fee vagers 
United States Attorney for advance approval. af spake ye 
Service Manual is in harmony Re Td eek ea — nen 
s in this respect in that prov 
ae eee being appraised for acquisition is Sift BN 
subject to condemnation proceedings, a pores wots cates 
raiser must be acceptable to the appropriate who een 
Rot aeney 53/ The manual also points out that i e app 


When appraisa 
the Department of Justic 


50/ Forest Service Manual, § 5419.1. 
51/ Department of the Interior, Handbook Supplement to Depart- 


mental Manual, Part 602, Appraisal of Real Property, at 5. 


ivision, Department of Justice, 

Land and Natural Resources D > 

a okedurel Guide for the Acquisition of Real Pro erty b 
vernmenta gencies, a a . 


53/ Forest Service Manual, § 5419.3. 
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contract is to require the appraiser to give court testimony, 
the fee provided for such testimony must be approved by the 
United States Attorney prior to the formal award of the 
contract because expenses incident to trial preparation and 
testimony are borne by the Department of Justice. 54u/ 


The procedures prescribed for entering into appraisal 
contracts are generally the standard ones followed by the 
particular agency or department for contracts negotiated for 
professional services. The Forest Service Manual requires 
that all requests for contract appraisal services be sub- 
mitted to the Regional Administrative Services Officer along 
with the proposed contract specifications and such other 
pertinent information "as may be necessary for use of the 
contracting officer and the Board of Contract Awards." 557 
The manual sets forth the format for contract specifications 
in considerable detail and provides that no major deviation 
from that format will be allowed without prior approval from 


the Washington office of the Service's Division of Lands. 56/ 


The Department of the Interior specifies in its hand- 
book that contracts for appraisal services may be made by 
negotiation and that in entering into such contracts the 
requirements of the Department's manual regarding negotiated 
contracts are to be followed. Prior to beginning any negotia- 
tions, those responsible for the appraisal function are required 
to consult the proper administrative personnel to whom con- 
tracting authority has been delegated. The handbook further 
provides that "[iJn general, individual fee appraisers (as 
distinguished from appraisal firms) may be placed under con- 
tract without advertising for competitive bids" but that 
"(t]he employment of appraisal firms in most cases requires 
formal bidding in response to advertising unless there exists 
a special delegation of negotiating authority." 57/ Generally, 
whenever the total amount involved does not exceed $2,500., 
an informal contract or purchase order may be used for 
the employment of either individual appraisers or appraisal 
firms without advertising or formal competitive bidding. 58/ 


54/ Forest Service Manual, § 5419.6-lc. 
5/ Forest Service Manual, § 5419.3. 
36/ Forest Service Manual, § 5419.51. 


Department of the Interior, Handbook Supplement to 


/ 
Departmental Manual, Part 602, Appraisal of Real Property, at 5. 
58/ id. 
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It is interesting to note that in at least one instance 
Congress has legislated maximums that can be paid for con- 
sulting appraisers. These are set forth in 43 U.S.c. § 4llb 
which states: 


The Secretary of the Interior is 
authorized, in his judgment and dis- 
cretion, to employ for consultation 
purposes on important reclamation 
work ten consulting engineers, 
geologists, appraisers, and economists, 
at rates of compensation to be fixed by 
him, but not to exceed $50 per day 
for any engineer, geolgoist, appraiser, 
or economist so employed: Provided, That 
the total compensation paid to any 
engineer, geologist, appraiser, or 
economist during any fiscal year shall 
not exceed $5,000: Provided further, 
That notwithstanding the provisions of 
any other Act, retired officers of the 
Army or Navy may be employed by the 
Secretary of the Interior as consulting 
engineers in accordance with the pro- 
visions of this section. 59/ 


This legislation was amended as recently as 1966 but the 
maximum per diem rate, which seems a little unrealistic, was 
not changed. 


b. The Effect of the Purpose of the Appraisal 


on Valuation. 


There is nothing in the statutes, rules or regulations 
governing tne-seven agencies examined that indicates that 
the purpose for which the appraisal is to be used is to have 
any effect upon the appraiser's valuation. In other words, 
whether he is appraising for condemnation, for negotiated 
sale, for an exchange, or for a public sale, the manuals 
indicate that he is to follow the same approach in appraising 
LHe Property ac Avs Market value.) Thissis in contrast to the 
procedures followed by the Tennessee Valley Authority. TVA's 
code states: "TVA appraises land and land rights in such a 
way as to encourage voluntary conveyances." 60/ 


1929, ch. 374, 


: SUP AS Stat. 1406, 
LiLo CSupp. EW. LOGO 


50/ et of February 26 
(Ee é 
Saica ee 


60/ Tenressee Valley Authority, Code § V - Acquisition, Acauisi-~ 
tion of Interests in Real Property, at 1 (January NO tO CE). 

For a comparative analysis of TVA's appraisal practices see 
Chapter 3. 
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In 1963 the Select Subcommittee on Real Property Acquisition 
of the House of Representatives' Committee on Public Works 
submitted a questionnaire to various Federal agencies. One 
of the questions asked was: 


Is the purpose of the appraisal to 
estimate the fair market value under 
Judicial concepts? Is the appraiser 
instructed to take into consideration 
elements which are in addition to 
judicial concepts of fair market 
value? Explain. — 


The National Parks Service, Fish and Wildlife Service, 
Bureau of Reclamation, General Services Administration, 
Army Corps of Engineers and the Navy all answered the first 
part of the question in the affirmative and the second part 
in the negative. In contrast to this, the answer of TVA was: 


No. The purpose of the appraisal is 
to determine a fair evaluation of the 
property for the purpose of acquiring 
it through voluntary sale, rather than 
to arrive at market value under judicial 
concepts. TVA recognizes that in 
acquiring title and possession to large 
areas of land within a relatively short 
period of time, the Government will be 
required to pay something more than the 
property would bring in a normal sale 
on the open market. Any other course 
would delay construction and result in 
excessive condemnation costs. These 
factors are the only elements considered 
in addition to the judicial concept of 
fair market value. 61/ 


c. Determination of Highest and Best Use. 


The determination of highest and best use is one of the 
first things an appraiser must consider because it will affect 
the gathering of data, the analyses and the conclusions to 
be reached. The importance of this step is recognized in the 
manuals of the various agencies. In fact the Department of 


61/ Staff of House of Representatives Comm. on Public Works 

th Cong., 2d Session, Study of Compensation and Assistance 
for Persons affected by Real Property Acquisition in Federal 
and Federally Assisted Programs, at 312-313 (Comm. Print No. 
31, 19 
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the Interior thinks this determination is paramount to all 
others. Its handbook says: 


Notwithstanding the importance of other 
factors in the appraisal process, the 
appraiser's conclusion of the foresee- 
able, highest and best legal use.,.is 
the most vital exercise of prudent 
judgment that the appraiser is required 
to make. 62/ 


It should be noted that the Department of the Interior 
emphasizes the "foreseeable" highest and best use. The hand- 
book stresses that present zoning and present uses may not 
always denote the optimum use. It stresses that much consider- 
ation should be given to anticipated uses but cautions that 
common sense must be used and that speculative or imagined 

uses and personal conjectures do not adequately support a 
finding of optimum use. 63/ 


In contrast to the emphasis that the Department of the 
Interior handbook places on foreseeable future uses and the 
need for recognizing transition in land uses, the Forest 
Service Manual gives the following instruction: 


Except for unusual circumstances, the 
assigned highest and best use will be 
consistent with the existing highest 
and best use for similar properties 
in the market area. 64/ 


It then states that the proposed highest and best use is 
correct if the following questions can be answered in the 
affirmative: 


1, Is the property legally and physically 
suitable for the proposed use? 


2. Is it evident in the present market 


that there is an existing need and 
effective demand for the use? 


ns 


62/ Department of the Interior, Handbook Supplement to 
Departmental Manual, Part 602, Appraisal of Real Property, 
at 12 (emphasis added). 


64/ Forest Service Manual, § 5412.21 (emphasis added). 
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3. Would the property ‘be used within a 
reasonable period of time for the 
proposed highest and best use if 
placed on the market at the present 
time? 


4, Does the proposed highest and best 
use support the hirhest net return 
obtainable in the current market? 


5. Can the property be sold, within a 
reasonable period of time, at the 
estimated value based on the pro-= 
posed highest and best use? 65/ 


ds Valuation Approaches 


The Department of the Interior handbook, the Forest 
Service Manual and the Department of Justice's "A Procedural 
Guide for Acquisition of Real Property by Governmental 
Agencies" all prescribe the three common valuation approaches 
for appraisals, i.e., the market data, income and cost 
approachs. The Forest Service requires the use of a minimum 
of two of these approaches in any given case wherever 
feasible and maintains that at least on undeveloped properties 
the market data approach is usually the best indicator of 
value. 66/ The Department of the Interior and Department of 
Justice concur in the importance of the market data approach. 
Interior specifies that appraisal reports shall include sales 
comparisons unless the unavailability of suitable sales is 
fully explained and "proven beyond reasonable doubt." 67/ 

The Department of Justice procedural guide states: 


Whenever adequate sales data are 
available other indicia of value, 
hereinafter discussed, should be used 
only as a check on the value arrived 
at by market data. 68/ 


65/ Id, 


66/ Forest Service i!anual, §§ 5412.6 and 5413. 


67/ Department of the Interior, Handbook Supplement to 


Departmental Manual, Part 602, Appraisal of Real Property, at 
are 


6€/ Land and Natural Resources Division, Department of Justice, 
& Procedural Guide for the fe uisition of Real Property } 


Governmental Agencies, at 15 


Each of the three manuals stresses the importance in 
the market data approach of selecting sales that are truly 
representative of the market. They also stress the necessity 
of making direct contact with at least one of the parties 
involved in each sale, in order to verify such things as 
the date, terms, and circumstances of the sale and whether 
there were any unusual factors that affected the sale. Each 
ee pias crak ee to be compared to the property being 
evaluated. he manuals differ in the degree of instruction rate) neste, " imine 4 d onses 1 
they give concerning this comparison. The Justice Department ascasageee Ghete ne ne apt te ced cee 


ub ’ 
eam ty (states from the market by dividing the property's total net income 
before recapture by its sale price. Ty 


) instructions on the use of this method by stating that rross: 
income should be derived from avcrape yields and stabilized 
prices; that expenses should be estimated only after a 
thorough investigation of local conditions; and that the 
capitalization rate should be derived from an analysis of 
actual sales and income. 73/ 


The Forest Sevice Manual does not go into as much 


Consideration should be given te why and 


how the sales used co 5 : 
are more Nearly compar The Department of Justice procedural guide agrees in 


oes gs a SO anes ae if the sales principle that the income and expenses used must be verified 
ef Ae Euae a, ie ; nee eee and the capitalization rate be established by the market. 
e subject property, However, it is not too sympathetic to the use of this method. 
what adjustments were made. 69/ pee ENE S 5 
The Forest Service Manual says that the comparisons should | ‘ ; } 
be concentrated on those key factors influencing value. EEN ae oar isede Fite cites ce 
The examination of a specific element Tee PoSUD SEARS RO Ter seen age 
of value should be tempered by its relation- si lal 
ship to value as a whole. Failure to keep 
2 Too often the income approach is 
this in mind may result in adjustments for see ee at such length that re eae to 
specific items which are disproportionate ) overshadow. the. eiles vata. rven wien 


to their true relationship to total value. 70/ the property is income producing, if 
ares ed > 


| there are adequate sales of similar 


The Department of the Interior handbook goes into consider- i ij 
ably more detail in discussing sales analyses. 71/ It BEOnet ane ee Regret a 
mentions several techniques, including that of adjusting | the capitalization of income with its 
sales by mathematical means. It recommends against such a creat variables, such as capitalization 
method and suggests "that appraisers make direct comparisons aes Inwood Abt ne gross income 
between the sale properties and the property under evalua- arfnetive gross fRaane net ineome before 
tion." 72/ It then sets forth illustrations of how this recapture, net income after all depre- 
should be done. ciation, residual techniques, etc. Such 

With regard to the income approach to valuation, the sae dae Pec Bene era) ocala seommiee tard 
manuals, to the extent that they discuss it, follow the addition to being so subject to ante 
standard appraisal techniaues discussed in Chapter 1. The pulations which are difficult to combat 
Department of the Interior handbook summarizes its that they render this approach a diffi- 


cult. one.at best .—i5/ 


6974 ids cau 10, 


70 F Vv 5 We yl 
/ Forest Service Manual, § 5414.2. 3/ Ads at 44. 

Departme Lif, SOrest ~erVlce an § 5413.31b. 
71/ Department of the Interior, Handbook Supplement to ihe 2 Crest Semi ce al ee 13.34b 


eee Manual, Part 602, Appraisal of Real Property, 7£/ Land and Natural Resources Division, Department of Justice, 
a mets A Procedural Guide for the Acguisition of Real Property b 
& nmen rencies o = : 
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The Department of Justice is not any more complimentary 
toward the third standard approach to valuation, the cost 
approgeh., _ But it. does admit that.at—times 21.t. must..be used. 
Tne Department's procedural guide says that the cost approach 
is the least reliable indicia of value, but in valuing unique 
properties which are not generally bought and sold, it is 
often necessary to resort to this method. 76/ The Department 
of the Interior's handbook gives a bit more consideration to 
the cost approach than the Department of Justice. It stresses 
the importance of this approach in valuing new buildings and 
single purpose improvements sucn as hospitals and public 
buildings where income data and current sales are often non- 
existent. In such case it says the cost method is often pre- 
ferred and perhaps the only method that can be used. It does, 
however, recognize the shortcomings of this method and 
cautions against using it except where there is adequate 
evidence available of the cost of reproduction and depreciation. 
The Forest Service Manual contains no editorial comment con- 
cerning this method. 


e. Appraisal of Partial Interests 


In appraising for condemnation, when only a part of the 
owner's property is being taken, there must be a determination 
of whether there are severance damages and/or special benefits. 
Tne appraiser also becomes involved with partial interests in 
appraising easements, rights-of-ways, and other interests less 
than fee title. The Forest Service Manual and the Department 
of the Interior handbook discuss the appraisal of partial 
interests and describe various methods that can be used. The 
Devartment of Justice procedural guidebook merely mentions 
that the matter of severance damages should be covered in the 
appraisal report. 


Both the Forest Service Manual and Interior handbook 
state that there are three basic methods that can be used to 
appraise partial interests, but they do not appear to agree 
on what are the three methods. Both agree that one of the 
methods is the "before and after" approach wherein the amount 
of just compensation for the partial taking is found by deter- 
mining the value of the whole parcel before any taking and 
subtracting therefrom the value of the remaining property 
after the taking. 77/ The second method that both agree upon 


6/ id. at 12. 


Ti/ Eorest Service Manual , § 5414.32a, and Department of the 
Tnterior, Handbook Sunplement to Departmental Manual, Part 602, 


Appraisal of Real Property, at 49. 
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is the one wnich determines the value of the property 
taken considered as a separate unit and adds thereto any 
change in value to the remaining property. 18/ 


There is disagreement on what is the third proper 
method. The Forest Service Manual describes its third 
method as one in which you determine the value of the property 
taken considered as a part of the whole, rather than as a 
separate unit, and add thereto any change in the value of the 
remainder. The Department of the Interior handbook describes 
its third method as one in which you separately determine 
the value of the property taken and add thereto the damages 
to the remainder. It is difficult to distinguish between 
the Department of the Interior's second and third methods. 
In both cases, you begin with the value of the property taken. 
In the second method you add to it the change in value of 
the remaining property determined by finding the difference 
between the value of the remainder before and after the taking. 
In the third method you add to it the damages to the remainder. 
The problem in trying to distinguish these two methods is 
that of determining in what way, if any, the damages to the 
remainder differ from the change in value in the remainder. 
If there is any difference, it is not apparent. 


Regardless of the method used to evaluate severance 
damages, consideration must be given to any offsetting benefits 
resulting from the project for which the land is being con- 
demned. The Department of Justice procedural guide says as 
to benefits: 


The federal law is established that 
just compensation payable by the United 
States should be reduced by benefits to 
remaining lands arising from the govern- 
mental project. [Citations omitted]. 

The doctrine of offsetting benefits is 
too often overlooked and so appraisal 
reports and partial taking situations 
should be carefully checked in this 
respect. This is particularly so because 
state law often differs with respect to 
the offsetting of benefits and appraisers 
whose experience is largely in state 
courts may not be familiar with this 
important aspect of federal law. 


atts 
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It is important that appraisers clearly 
establish the facts supporting a claim ) An appraisal of the exact interest 
of benefit to the remainder, since the to be acquired must be made before any 
extent of the benefit to a tract caused attempt is made to negotiate the purchase 
by the federal project is a fact question. 7T9/ of the right-of-way. A statement of 
| the interest appraised must be included 
The Forest Service in its manual does not cover the in the appraisal, or the appraisal 
subject of offsetting benefits to any extent. It merely : referenced to hive Vi 
states that such benefits exist if the value of the remainder ae 
is enhanced by the construction of the project, and that to As was pointed out in Chapter 1, there are often other 
qualify as a benefit the change in value must be measurable types of partial interests that have to be considered by the 
in the market. 80/ appraiser. Perhaps the most common of these are mineral 
: rights, timber, and leasehold interests. The Forest Service 
The Department of the Interior handbook is more expansive quite understandably, includes extensive material on timber 
on this subject and discusses the differences between general valuation. It discusses the two methods mentioned in Chapter 1, 
and special benefits. It does agree with the Forest Service namely the market data approach and the income or analytical 
that special benefits must affect the market value of the approach. 84/ Under both approaches the manual requires 
land in order to be considered but most of the discussion consideration be given to a number of factors such as the 
of offsetting: benefits in the handbook is a description of liquidation period, the timber volumes, the "stump to truck 
what benefits are rather than a set of regulations for costs," road costs, supervision costs and administrative 
appraisers. However, the handbook does give this admonition: | costs. It states that the income approach requires an 
: accurate estimate of the timber volume. As to timber cruise 
[I Jn questions dealing with benefits, H requirements, the manual says: 
appraisers are advised to seek legal counsel 
before completing the valuation report. 81/ . Cruise intensity should be the minimum 
: necessary to produce an acceptable sampling 
With regard to appraising such partial interests as ) error for the value involved. Acceptable 


easements and rights-of-way, there does not appear to be sampling error should be related to timber 
any difference in the rules and regulations governing the es value; higher sampling errors may be accepted 
agencies we are considering. The Department of the Interior for low valued timber than for high valued 
handbook states that the “before and after" method should timber. Sampling error will be calculated 
ordinarily be used in evaluating easements and that the in terms of one standard error. It should 
difference between the value of land with and without any also be expressed in terms of two standard 
easements is the value of the easement. 82/ The Forest errors so that the consequences of error 


Service Manual does not discuss the appraisal of easements | can be analyzed. 

separately from the appraisal of severance damages, but 

instead treats both subjects together under the heading of All cruising and check cruising work, 
partial interests. The manual does state in another part including the determination of intensities 
that: and applicable cruising techniques, must be 


performed by qualified timber management 
personnel or approved contract using Regional 
standards. Each cruiser's work shall be 

79/ Land and Natural Resources Division, Department of Justice, check cruised for all timber inventories in 


A Procedural Guide for the Acquisition of Real Property by which timber values exceed $10,000. For those 
Governmental Agencies, at 7 and 19 : of lesser value, cruisers need not be checked 


if their work has been found to be satisfactory 
80/ Forest Service Manual, § 5414.32b. 


81/ Department of the Interior, Handbook Supplement to 83/ Forest Service Manual, § 5461.13b. 
Departmental Manual, Part 602, Appraisal of Real Property, Soe eS eS ae 
at 52. 84/ Forest Service Manual, §§ 5415.11 and 5415.12. 


82/ Id. at 68. 
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by previous checks during the preceeding 

12 months. The names, percentage cruised, 
and the most recent check cruise comparison 
for each cruiser will be documented in the 
appraisal report. 85/ 


The Department of the Interior handbook and the Department 
of Justice procedural guide do not treat timber valuation in 
as detailed a manner as does the Forest Service Manual. 
However, they do discuss the problems of valuing timber and 
mineral deposits in general terms. The one point that both 
publications stress is that in valuing such special interests, 
experts should be used. The Department of Justice procedural 
guide states: 


If the property to be acquired has timber 
in commercial quantities, mineral deposits, 
growing crops or any other element which may 
increase the value of the land, care should 
be taken to insure that.appraisers are em- 
ployed who are qualified to evaluate the 
extent to which such timber, minerals, crops, 
etc., may enhance the market value of the 
land in that area. In the case of a highly 
specialized element of value such as uranium, 
refractory clay or vast amounts of timber, 
experts in those fields should be obtained 
to determine amounts, quality, extractability, 
accessibility, commercial demand, etc. 86/ 


The Department of the Interior handbook cautions that when 
the valuation problem includes land and timber, the reali estate 
appraiser should look to the trained forester for data relating 
to the timber. It also evidences a preference for the market 
data approach in valuing timber as opposed to the income 
approach. It states: 


It is preferable to estimate timber and 
land values by comparison with sales of 
other timber tracts similarly situated. 
Reliance on current market sales will 
eliminate the need to make subjective and, 
often, arbitrary judgments over costs 
allowances. 87/ 


85/ Forest Service Manual, § 5415.12-2.. 


86/ Land and Natural Resources Division, Department of Justice, 


K Procedural Guide for the Acquisition of Real Property b 
Governmental Agencies, at 6 Ti3B8y- 

87/ Department of the Interior, Handbook Supplement to Departmental 
Manual, Part 602, Appraisal of Real Property, at 61. 
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As to mineral rights the handbook again warns that if such rights 
have more than nominal value, their appraisal is a specialized 
undertaking requiring the services of a technically qualified 
person such as a mining engineer or feolorist. 88/ 


f. Correlation of Value and Appraisal Reports 


Each of the three manuals sets forth requirements for the 
appraisal report. The Department of Justice procedural guide 
indicates that appraisal reports should be presented with con- 
siderable detail and be carefully reviewed with consideration 
given to the following matters: 


de The appraiser's qualifications. 


2. The factual data on which the appraisal 
report is based. 


a Whether the appraiser has given proper 
consideration in his report to the effect, 
if any, on market value of all easements, 
rights-of-way or other encumbrances which 
burden the land being taken, or present 
zoning requirements or possible future 
changes therein. 


4, The appraiser's determination of highest 
and best use including the basis for the 
determination. 


5. Whether market value was arrived at exclu- 
sive of enhancement due to the government 
project. 


6. Whether benefits from the governmental 
project were excluded. 


1% Where only a part of the property is taken, 
severance damage estimates, if any, should 
be supported. 


8. Whether the appraisal techniques are clearly 
explained and supported. 89/ 


88/ Department of the Interior, Handbook Supplement to Depart- 
mental Manual, Part 602, Appraisal of Real Property, at 65. 


89/ Land and Natural Resources Division, Department of Justice, 
A Procedural Guide for the Acquisition of Real Property b 
Governmental Agencies oe Bt = (1968). 
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The Forest Service Manual states that the purpose. of an 
appraisal report is to present the factual data and the analysis 
and conclusions of the anpraiser leading to an estimate of 
value. 90/ It prescribes a format which generally 1s to he 
followed in all staff prepared appraisal reports. The manual 
provides that such reports shall be divided into three parts 
with the first part being an introduction, the second part} the 
analysis and conclusions, and the third part any addenda that 
are necessary. Part 1, the introduction) is to contain a 
title page, table of contents, summary of facts and conclusions, 
and references. 91/ In part II, the analyses and conclusions, 
the report should state the purpose of the appraisal, give the 
definition of cash market value followed, describe the estate 
appraised, include a legal description as well as a narrative 
description of the land and improvements, a description of the 
local neighborhood, an analysis of highest and best use, a 
discussion of the appraisal approaches used, and other trans- 
actions considered, the estimate of value, the correlation of 
the data and final estimate, the certification of the appraiser 
and finally, a listing of his qualifications. 9g2/ 


With regard to the valuation approaches, the Forest Service 
appraisal report must either indicate that all three standard 
approaches were considered, or state that each applicable 
one was used and give the reasons why any one of the three 
approaches was not used. With regard to the comparable sales 
relied upon, each transaction must be listed showing the parties 
involved, the date of the transaction, a description of the 
property, its acreage, the interests conveyed, the price, 


any particular conditions of the sale, the improvements involved, 


and whether any rights were reserved by the grantor. The 
report should also show that some verification of the sale 
was made. 93/ In comparing each sale with the property being 
appraised, the manual’ requires: 


All adjustments will be discussed in 
sufficient detail so reasons for the 
adjustments can be readily determined. 

If an adjustment table is not used, present 
a narrative discussion of the transactions 
ana elements leading to the assignment of 
value. This discussion should be in suffi- 


cient detail to clearly present the apprai- 
ser'ts line of reasoning. 


90/. Forest Service Manual, § 5418.2. 


91/ Forest Service Manual, § 5418.2, Exhibit: 1 (Appraisal 
Feport Format), Part 1 (Introduction). 
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Where the cited transactions involve 
term sales the effect of the terms must be 
considered. This requires the analysis and 
discussion of the data leadinr to the 
appraiser's conclusions. Depending upon 
the circumstances and the available data, 
the sale prices can be converted to cash 
equivalents or the appraiser can consider 
the effect in the final assignment of 
value. 94/ 


In correlating and reaching the final estimate of value 
the Forest Service Manual requires that the appraiser's report 
state the reasons why the conclusions reached are the pest 
indications of the estimated market value of the property. 
It also requires the appraiser to correlate the value estimates 
when more than one appraisal has been used to reach the final 
estimate of value. 95/ 


The Department of the Interior, in contrast to the Forest 
Service, does not require as much standardization in appraisal 
reports and has no prescribed form for reports. Its handbook 
states: 


The form and content of the appraisal 
report, including the length and detail, 
will depend on the requirements of the 
agency, the property under appraisement, 
the nature of the appraisal problem, and 
the good judgment of the appraiser. Both 
too much and too little detail should be 
avoided. There should be sufficient docu- 


mentation to give a reviewer, personally 


unfamiliar with the propert an under- 


standing of its pertinent characteristics 


and to permit the reviewer to pass in- 
formed judgment on the adequacy of the 


appraisal process employed and the sound- 
ness of the conclusions. 96/ 


94/7 Forest Service Manual, § 5418.2, Exhibit 1 (Appraisal 
Report Format), Par teak (Analyses and Conclusions), i. (Cited 
Transactions) (emphasis added). 


95/- Forest Service Manual, § 5418.2, Exhibit 1 (Appraisal 
Report Format), Part II (Analyses and Conclusions), k. (Corre- 
lation and Final Value Estimate). 


96/ Department of the Interior, Handbook Supplement to Depart- 


mental Manual, Part 692, Appraisal of Real Property, at 2 
(emphasis added). 


-77- 


The Department does require narrative type reports tm all ecascs 
involving substantial values, condemnation, and appraisals 

made by contract appraisers. It requires as a minimum that each 
narrative appraisal report cover the following items: (1) Iden- 
tification of property appraised; (2) purpose of appraisal (estate 
appraised); (3) lefal description; (4) date of valuation; 

(5) certificate of valuation; (6) statement of disinterest (may 

be omitted from staff appraisals); (7) personal inspection; 

(8) neighborhood location (utilities, etc.); (9) adaptability, 
including highest and best use; (10) detailed description of 

land (character, topography, fertility, condition, soil types, 
etc.); (11) detailed description of improvement (size, type, 
physical condition, age, functional value imputable to the 
appraised property); (12) comparable sales and listings; (13) 
income capitalization; (14) summary of value; (15) corre- 
lation of methods (the reasoning process); (16) photographs; 
and (17) maps. 97/ 


The handbook also states that reports on appraisals in 
which the market data approach was used "shall be prepared in 
strict observance with the following requirements: 


(1) Sales shall be identified, at the 
least, by the names of the grantor 
and grantee, deed book and page number, 
or other source identification, legal 
description, type of instrument, date 
of sale, zoning (if in a zoned area), 
name of the person(s) from whom the 
sales price was verified, sale terms, 
sale price, and other information 
important for valuation purposes. 


(2) Analyze the sale price only with 
regard to major types of property in- 
cluded in the transaction. 


(3) Sales shall be described in concrete, 
precise language. The description of 
the sale property shall include major 
value-determining factors relative to 
the property appraised. 


(4) Sales data shall be presented factually 
without manipulation or distortion of 
the orice or other data. Adjustments 
of sale data should be made only after 
the true, undistorted prices have been 
stated. 


97/ Id. at 3. 
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(5) 


In other narts 


of what is 


required in the appraisal 
discussing the correlation of values obtained from the 


Every sale cited in appraisal reports 
should be compared Ciivvormtalestospae 
property under valuation. 98/ 


further indications 
report. For instance, in 
three 


of the handbook there »re 


valuation approaches, the handbook reemphasizes that the 
appraiser must state fully his reasons for favoring one ap= 


proach over the other and the reasons 


sions. 


99/ 


for his conelu- 


the Department of the Interior handbook notes that some of 
the bureaus in the department have developed their own standard 


appraisal report form and recognizes that this may 
and is permitted. 


One of the agencies in the Department of the 


Interior that does have special regulations for appraisal re- 


ports is the Bureau of Land Management. 


The BLM manual states 


that the anpraisal renort snould be prepared in accordance with 
a prescribed outline but permits deviation, depending upon the 
circumstances. 
of a table of contents, a definition of the appraisal problem 
indicating the assumptions made and approaches used, a legal 
description and analysis of the neighborhood, an analysis of 
all factors materially affecting the estimate of value, the 
reason for choosing a particular use as the highest and best. _ 


use, information on each of the valuation approaches used, a = 


The prescribed report form calls for inclusion 


correlation of the values produced by each approach and finally 
a statement of value. 100/ 


Ee 


Appraisal Report Review 


The importance of the review of appraisal reports may be 
illustrated by the following quotation from the Department of 
the Interior handbook: 


The Committee on Land Appraisal 


Fractices has called the appraisal review 
"the 
operations. 


sine qua_non of effective appraisal 
LOL 


The Department has directed all bureaus having a significant 
appraisal workload to establish a review procedure. Its 


Bureau of Land tianagement Manual, § 9322.21 (February 


18, 1566), 


DeEvertmerms Of th 
HE J 


Manual, 


Inter Handbook Supplement to Depart- 
f 


€ TO. 
2, Appraisal of Real Pronerty, at 6. 
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have advantages 


handbook makes review a vital part of the appraisal procedure. 
Ter strates: ) The Department handbook cautions that appraisal reports 


are not to be subject to editing, revision or correction except 


Several reasons account for the concern 


over the review function. Appraisal reports, 
strictly speaking, are not official documents 
until technical review and approval have been 


exercised. Title transfers and administrative 
decisions should te made only after the apprai- 
sal reports have been analyzed by competent 
review personnel. After the review and subse- 
quent approval, the report is, in effect, an 
agency report setting forth factual evidence 

as guidelines from which decisions may be made. 
Until the report receives the benefit of tech- 
nical examination, the market estimate remains 
an opinion which does not have the sanction of 
the respective bureau. 102/ 


by the appraiser preparing them and that reports are not to be 


returned with instructions to change a value opinion. 


Editing or otherwise revising the 
appraisal report by administrative or 


review personnel is definitely forbidden. 


It is within the responsibility of 
the reviewer to suggest to the appraiser 
reconsideration of market value if ap- 
praisal deficiencies are noted. The 
appraiser should be given the opportunity 
to modify his opinion under circumstances 
in which (a) all elements of value, 
apparently, have not been given adequate 


consideration, (b) the valuation opinion 
is based, possibly, upon an incorrect 
premise, (c) new information occurring 
after the date of valuation or previously 
unavailable to the appraiser would appear 
to influence market value, or (d) arith- 
metic errors and errors of fact warrant 
correction and, perhaps, a change in the 
value estimate. It is not the function of 
review authorities to "second guess" the 
appraiser nor should the reviewer offer 
judgments regarding market value in the 
sense of what the market value should be. 
Rather, questions over valuation should be 
referred to the appraiser for his con=- 
sideration. 106/ 


The Department specifies that only persons with proven 
appraisal experience, sufficient to acquaint them with dif- 
ficult apvraisal problems have the necessary qualifications 
for reviewers. Review personnel are required to be qualified 
appraisers who are able to supervise an appraisal staff, 
select contract appraisers, recruit and train appraisers, and 
review appraisal reports. 103/ 


The Denartment's handbook stresses that appraisal reports ) 
are to be "subject only to one technical review." It states 
that multiple reviews of appraisal reports by non-appraisers 
"especially when such reviews go into the appraisal process 
and opinion of value, are generally unnecessary and undesir- 
able.” 1047 


The Bureau of Reclamation's "Instructions" appear to be 
in conflict with the policy of only one technical review. 
They provide that all appraisal reports are to be reviewed by 
the regional supervisory apnraiser and that appraisal reports 
submitted as part of a request for condemnation shall also be 
reviewed and approved by the chief anpraiser. iLO 


The handbook places great emphasis on the necessity of 
attempting to develop the review procedure to its highest 
possible effectiveness. It states that if appraisers are to 
exercise their maximum technical ability and if administrators 
are to assume responsibility for land decisions with confi- 
dence "the review function must be performed on a high level." 
LOTZ, 


The Bureau of Land Management Manual also contains pro- 
visions for appraisal review. It specifies that all appraisal 
reports must be reviewed by competent personnel before they 
are used for administrative decisions and refers to the 


Nats tb a 


106/ Department of the Interior, Handbook Supplement to 


Departmental Manual, Part 602, Appraisal of Real Property, at 
7 (emphasis added). 
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Department of the Interior handbook. But the Bureau's manual 
then goes on to state: 


In districts with two or more appraisers, 
the senior man may be designated by the 
State director to review appraisals made 
by the other appraisers in the district. 


All ather appraisals are reviewed by a 
member of the State office staff who is 
technically qualified and competent to pass 
judgment on appraisal reports and estimates 
of value. 108/ 


The Bureau requires the reviewing appraiser to review each 
report, item by item, using a specified appraisal review 
form. 109/ 


Like the Bureau of Land Management, the Forest Service 
has a form that can be used in the review process. 110/ How- 
ever, in the Forest Service the use of this form is optional. 


In contrast to the Department of the Interior regulations 
which specify that appraisal reports shall be subject to only 
one technical review, the Forest Service regulations vrovide: 


Appraisals are reviewed at all 
administrative levels. The level of 
review for a particular appraisal de- 
pends on the purpose and current dele- 
gations of authority. A regional staff 
review will be made for every appraisal. Laas 


The Forest Service Manual also prescribes that the reviewer 

is responsible for determining whether the estimated value is 
supported by facts shown in the report. Like the Department 

of the Interior, the Forest Service does not permit the reviewer 
to change the value. Its manual prescribes that if the report 
does not support the value estimate, the reviewer can either re- 
ject the report or request additional information. However, he 
is allowed to correct mathematical errors but cannot change the 
estimate of value without the concurrence of the appraiser.112/ 


108/ Bureau of Land Management Manual, §§ 9313.11 anéd 9313.12. 
109/ Bureau of Land Management Manual, § 9313.2. For copy of 
the Bureau's Review of Appraisal Form see Appendix B. 

110/ For a copy of the Forest Service form see Appendix C. 


111/ Forest Service Manual, § 5418.3. 
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The Department of Justice procedural puide does not cone 
tain any instructions for appraisal review. The Department 
does, however, suggest a form to be used by attorneys and 
appraisers in analyzing appraisals. 113/ This form is intended 
to bring out any shortcomings in the appraisal and enable the 
Department of Justice to try to overcome them before going to 


trial in a condemnation case. 


h. Release of Appraisal Reports 


Both the Forest Service and the Department of the Interior 
put restrictions on the release of appraisal reports. For 
Statutory authority to do this, the Forest Service Manual cites 
Subsection (b)(4) of 5 U.S.C. § 552, 114/ which is part of 
the act requiring Federal agencies to make available to the 
public certain information. Subsection (b)(4) says that the 
act does not apply to matters that are 


Trade secrets and commercial or financial 
information obtained from a person and 
privileged or confidential. 


Regulations promulgated by the Secretary of Agriculture 
relating to this subject state: 


Records which are ordinarily not avail- 
able for public inspection and copying 
include: 


Appraisal information in connection with 
land purchases before the purchase option 
contract is signed by the landowner and 
accepted by the United States; and apprai- 
sal values, other than the total appraised 
value of the offered and selected land in 
connection with land exchanges, before ex- 
change negotiations are far enough advanced 
that the interests of the United States and 
the private landowners are not adversely 
affected. 115/ 


113/ For a copy of this form see Appendix D at D-103. 
114/ Act of June 5, 1967, Pub. L. 90-23, § 1, 81 Stat. 54, 


5 U.S.C. § 552 (Supp. IV 1968). 
115/ +36 C.F.R. §§ 200.6 and 200.6(4) (1969) (emphasis added). 
PB. 


The Forest Service Manual states that appraisal information 
‘will be released@ only on approval of the regional forester.116/ 


The Department of the Interior handbook has this to say 
with regard to the release of appraisal reports: 


Appraisal reports and their contents 
are, without exception, restricted infor- 
mation until they have been reviewed and 
approved by the appropriate official. The 
premature release of information by the 
appraiser may seriously handicap the 
administrator-negotiator. Unnecessary 
complications and undesirable controversy 
may be avoided by close observance of 
this requirement. 


An approved appraisal report may be 
made available by the appropriate official 
upon the request of interested parties when 
such disclosure would not be prejudicial to 
the interests of the Government. However, 
appraisers shall not disclose estimates of 
value nor release appraisal information 
except to authorized administrative person- 
nel. Inquiries to the appraiser shall be 
referred to the appropriate administrator. 117/ 


5. Appeals of Appraisal Decisions 


After appraisals have been made, presumably in accor- 
dance with all of the statutory and administrative guidelines, 
and in conformance with standard appraisal practices, there 
may be differences of opinion concerning the validity of the 
value estimated in the appraisal. There is no better evidence 
of the fact that such differences occur than the large number 
of condemnation cases that are tried in the courts. 


In condemnation cases where the government and the land- 
owner cannot reach an agreement regarding just compensation 
through negotiation, there must be resort to some form Ory 
judicial process to settle the difference. However, in 
Government land transactions such as disposals and exchanges, 
usually it is not essential that the transaction be consummated 


and if the parties are unable to agree, the matter is very often 


dropped. Nevertheless, there are times when despite the lack 
of agreement between the private party and the Government, 


116/ Forest Service Manual, * 5410.33. 


117/ Department of the Interior, Handbook Supplement to Depart- 


mental Manual, Part 602, Appraisal of Real Property, at 8. 
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before the matter is terminated an appeal to the appraisal is 
taken through the proper administrative channels. Most of 
these appeals arise out of situations where an applicant is 
seeking to obtain title to Government land under one of the 
Sales acts, the Color of Title Act, the Mining Claims Occu- 
pancy Act, or similar legislation. The applicant who becomes 
the appellant is usually dissatisfied with the Government's 
appraisal and seeks to have it changed. In such cases the 
general rule as set forth in the Department of the Interior 
decisions is that the burden is upon the appellant to prove by 
substantial, positive evidence that the appraisal is 
erroneous. 118/ 


The right to appeal or contest appraisals is apparently 
neither a constitutional right nor one provided for specifi- 
cally by statute. In the case of Ferry v. Udall, et al., 

119/ the plaintiff sought to compel the Secretary of the 
Interior to sell him a certain isolated tract of publie land, 
pursuant to the so-called Isolated Tracts Act (43 U.S.C. 

§ 1171). The Secretary of the Interior had invited bids 

on the lands and plaintiff submitted the high bid. However, 
before issuing a cash certificate for the land, the 

Secretary determined that the appraisal value had been under- 
stated and that the true value of the land at the time the 
bids were received was several times higher than the bid price. 
He therefore refused to grant the lands to the plaintiff. A 
number of issues were litigated in the administrative hearings 
and court appeals. One of the arguments made by plaintiff was 
that due process of law required that he at least be given a 
hearing on the issue of the fairness of the original appraisal. 
As to this argument, the court said: 


We know of no provision in the Isolated 
Tracts Act that requires such a hearing. 
Furthermore, there is no constitutional 
requirement to a right to a hearing where 
only a potential privilege to purchase 
United States land is involved. 120/ 


Another issue that has sometimes been litigated through 
appeals is the date upon which property is to be appraised. 
The statutes are generally silent on this and the question has 
usually been settled by administrative decision or regulation. 
The Department of the Interior has determined in an admin- 
istrative appeal that it is the value on the date of the 


118/ Daniel Hicken, A-27877 (Interior Dec., March 5, 1969). 


119/ 336 F. 2d 706 (9th Cir. 1964). 


120/ 336 F. 2d at 714. 


Ree 


which is the date the high bid is accepted and the cash 
saa ee issued and not necessarily the date the bids are 
received, that is important and any variation in value be- 
tween the appraisal and the date of sale will justify denying 
the sale even though the highest bid equals or exceeds the 
appraised value. stated in the Notice of Sale. 121/ However, 


the regulations provide: 


Generally, if the high bid is not less than 
the fair market value of the land on the 
date for receiving bids ..., any ap- 
preciation or depreciation thereafter in 

” value of the lands will not necessarily 
be a basis for a determination that the 


lands will not be sold .... 122/ 


Since the Department of the Interior has determined that 
sales can be cancelled even though the highest bid exceeds 
the appraised value, and as there is no constitutional right 
to a hearing where there is only a potential privilege to purchase 
public land, it is obvious that there is not much basis upon 
which to litigate appraisals, other than in condemnation cases. 


6. The Extent to Which Authority to Deviate From 
Appraised Values has been Delegated 


There are some provisions in the laws relating to land 
transactions which Semnte officials to deviate from appraised 
values when acquiring, exchanging or disposing of public lands. | 
Part V of Appendix A (Item Nos. 44 through 52) contains exam- | 
ples of statutes delegating this type of discretionary aoe Ors | 
ity. Some of these laws provide that the governmental offic at | 
may agree to pay the landowner his asking price for the property | 
4f the official concludes that the price is reasonable. 123/ 


the 
One of the most important statutes of this kind is : 
Land Acquisition Policy Act of 1960 which provides in part: 


It is declared to be the policy of 
Congress that owners and tenants whose 
property is acquired for public works 
projects of the United States of America 


121/ Pacific Northern Timber Company, A-30519 (Interior Dec., 
October 24, 1967); See also Ferry v. Udall, 336 F. 2d 706 

(9th Cir, 1964), cert. denied 381 U.S. 904 (1965). 

123/ See Item Nos. 39, 40 and 41 of Appendix A. 
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shall _ be paid a tit and reasonable cone 
sideration therefor. In order to facili- 
tate the acquisition of land and interes: 


designate) is authorized in any negotia- 

tion for the purchase of such property to 
ay a purchase price which wiTt take 

as conetderation the policy set forth 
in this section. 1247 


Another law which provides for the payment of "reasonable" 
prices for land is the Tennessee Valley Authority Act which 
does so indirectly by giving TVA the right of eminent domain 
in the event that the owner of property needed by TVA refuses 
to sell "at a price deemed fair and reasonable" by TVA's 
board. 125/ It is interesting to note the contrasting ways 
in which the Corps of Engineers and TVA have used their 
authority to pay "reasonable" prices. The Corps does not 
apply this authority in the appraisal process but rather uses 
it in negotiations with the landowner. The Corps makes its 
appraisals on the basis of fair market value under judicial 
concepts and then follows a policy of flexible negotiations 
to try to arrive at a "reasonable" price. TVA, on the other 
hand, deviates from the judicial concept of fair market value 
in its appraising. In other words, it applies its authority 
to pay "reasonable" prices at the appraisal stage, but once 
the appraisal is made TVA refuses to negotiate from the 
appraised value. It has adopted a single-offer policy under 
which it makes only one offer, the appraisal amount. 126/ 


Another example of Congressional delegation of authority 
to deviate from the appraised value is included in the Military 
Construction Appropriation Act of 1969 which provides that no 
funds appropriated for the acquisition of land shall be used 


124/ Act of July 14, 1960, Pub. L. 86-645, Title III, § 301, 
TT Stat. 502, 33 U.S.C. § 596 (1964) (emphasis added). 


i20/ Act of May 18, 1933, ch. 32, § 41, 48 Stat. 60, as amended 
16 U.S.C. § 83le (1964). 


126/ Staff of House of Representatives Comm. on Public Works, 
Both Cong., 2d Session, 


Study of Compensation and Assistance, 
for Persons affected by Real Property Acquisition in Federal 
and Federally Assisted Programs at 312, 313, 305-3609 (Comm, 
Print No 1964); 5 


pisle 3 see also supra at 64-65 and Chapter 3. 
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to pay in excess of 100% of the value of such lands except 
when the estimated value is less than $25,000. 127/ 


The townsite laws also provide authority to deviate from 

- appraised value. They require lots to be appraised at their 
cash value and sold at public sale to the highest bidder, sub- 
ject to a minimum of $10.00 for each lot, but in the event any 
lots are not disposed of at public sale they may be open to 
private entry at the $10.00 minimum price or at such reasonable 
increase or diminution from that price as the Secretary of the 
Interior may order. 128/ However, by administrative regulation, 
the Secretary of the Interior has prescribed that the minimum 
price for all lots will be $10.00, except in those cases where 
the survey of the lots was made by the Government, in which 
case the minimum will be $15.00. 129/ 


Another statutory form of delegation of authority to de- 
viate from appraised value is illustrated by those laws requir- 
ing the governmental official to take into account certain pre- 
scribed factors in making his appraisal or in setting the price 
for the land. The Recreation and Public Purposes Act permits 
the Secretary of the Interior to sell land to public agencies 
for public purposes at prices to be fixed by the Secretary 
"through appraisal or otherwise, after taking into consideration 
the purposes for which the lands are to be used." 130/ Several 
laws provide that in establishing the purchase price for land 
the Secretary of the Interior will take into consideration any 
"equities" of the applicant and perhaps any equities of his 
predecessors in interest. 131/ Another variation of this type 
of law requires the Secretary of the Interior to take into 
consideration any "hardship" to the owner whose land is being 
acquired by the Government. 132/ 


The Color of Title Act 133/ is one of those laws that 
gives the Secretary of the Interior authority to consider the 


127/ Act of September 26, 1968, Pub. L. 90-513, § 108, 82 Stat. 


128/ Act of October 28, .1921, ch. 114, § 1, 42 Stat. 208, 
Barus. Con§. 713201964). 


129/ 43 C.F.R. § 2242,2-5 (1969). 


130/ Act of June 14, 1926, ch. 578, 68 Stat. 174, as amended 
FZ U.S.C. §§ 869 to 869-4 (1964). 


131/ See Items 46 and 47 of Appendix A. 
132/ See Item 51 of Appendix A. 


133/ Act of December 22, 1928, ch. 47, § 2, 45 Stat. 1070 
W3U.S.C. § 1068a (1964). 
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equities of the applicant in setting the price for the land. 
The Mining Claims Occupancy Act 134/ is another statute that 
provides for consideration of the equities. Neither of these 
statutes defines what is meant by the "equities" of the appli- 
cant or his predecessors in interest. In regulations promul- 
gated by the Secretary of the Interior relating to the Mining 
Claims Occupancy Act, the following definition is given for 
"equities": 


The word "equities" is intended to 
include for consideration such things 
as the pecuniary situation of the appli- 
eant, his ability to pay, whether he 
previously paid market value for the 
property, the date when the mining 
claim was first staked, whether there 
are substantial reasons to believe 
that a concerted effort was made to 
develop and extract the minerals 
sought as compared to a casual dttempt, 
whether such minerals were actually 
extracted and the deposit depleted, 
and whether the applicant was relying 
on custom in his occupancy. The word 
"equities" does not include any pay- 
ments of real property taxes, public 
benefit assessments, or any other 
public service charges. 135/ 


The regulations relating to the Color of Title Act do not 
contain any definition of "equities" but they do reiterate the 
statutory requirement that in appraising the land, considera- 
tion will be given to such equities. Thus, there are no real 
guides to show what factors are to be taken into account in 
considering the equities in cases originating under the Color 
of Title Act. Some of the administrative decisions give a 
clue to factors which the Bureau of Land Management and the 
Department of the Interior will consider in determining the 


equities. In Thomas J. Gantt 136/ the Department of the Interior 
modified a land appraisal downward and stated that the reason was: 


[I]t does not appear that any con- 
Sideration was given to the equities 
of the applicant, including his cul- 
tivation of, and payment of taxes on, 
the tract for many years. 


134/ . Act of October 23, 1962, § 5, 7Q Stat. 13285 30 U.5.c. 
¥ 705 (1964). 
136/ A-22787 (Interior Dec., March 31, 1941), 
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In Department of Agriculture v. E. M, Franklin 137/ the 
following was stated with regard to equities: 

[I]n view of the great variation in 

the appraisals, the uncertainty of the 

basis upon which they were made, the 

equities of the applicant, including 

the price she paid for the land, and 

the expenses of ordering further 


appraisals, this Department will set 
the price at $10.00 per acre. 


It is surprising that there is not something more specific 
Such as additional case language or a definition in the 
regulations to clarify what is to be considered in determining 
the equities in Color of Title Act situations. 


In one instance, by administrative regulation, the 
Secretary of the Interior authorized those under him to deviate 
from appraised values. This was done in regulations governing 
exchanges by states under the Taylor Grazing Act. 138/ Sec- 
tion 8 of that act authorizes the Secretary of the Interior to 
grant Federal land in exchange for state land of either equal 
value or equal acreage. Prior to 1969, the regulations pro- 
mulgated by the Secretary provided that he would consider and 
determine the value of the offered and selected lands and would 
not approve an exchange unless the values were approximately 
equal. Those regulations also provided: 


In determining such values, consideration 
will be given to such matters as the actual 
appraised value o e lan 2 the benefits of 
consolidation or blocking out o and he ngs 
by the State and the Federal Government as a 
result of the proposed exchange, the size of 
the areas involved, the value of the surface 


Or other resources, including such reservations 
of minerals or easements as may be made by the 


state or the United States, and any other con- 


siderations which m have appropriate bearing 
on the value of the eed CSET Te 139/ 


There is nothing in the statutory language that indicates 


Congress intended the Secretary of the Interior to consider 
all these factors in addition to the appraised value. If the 


137/ A-22501 (Interior Dec., November 30, 1942). 


138/ Act of June 28, 1934, ch. 865, 48 Stat. 1269, as amended 
WI U.S.C. § 315 et seq. (1964). i OES 


139/ 43 C.F.R. § 2244.2-2(a)(2) (1968) (emphasis added). 
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appraisals in such an exchange indicated that the values of 

the offered and selected lands were unequal, it would seem 
inconsistent with the statute to permit the exchange regard- 
less of what the other factors revealed. Perhaps the Secretary 
now concurs in this reasoning because the quoted language has 
been deleted from the 1969 edition of the Code of Federal 
Regulations. 


B. Analysis of Existing Legal System 
1. Adequacy of Statutory Guide Lines 


As can be seen by the examples set forth in Appendix A, 
statutory guide lines regarding the appraisal of land are 
quite meager. Perhaps the one area where Congress has been 
most explicit is in the sale of public land, Here it has 
generally prescribed that the land cannot be sold for less 
than its appraised value. Sometimes it has gone further, such 
as in the Public Land Sale Act of 1964, and prescribed that 
the land shail not be sold for less than the “appraised fair 
market value." But even in these cases Congress has not 
specified the procedure to be followed in making the appraisal. 
Rather, Congress has given the task of prescribing appraisal 
techniques and practices to the executive agencies, which pre- 
sumably are better able through administrative practices to 
provide for such matters. 


In the few instances where Congress has specified factors 
to be considered in appraisals, it has perhaps not gone far 
enough in making clear its intent. wiiReference is made to the 
Color of Title Act, the Mining Cl #' Occupancy Act, and simi- 
lar acts that require consideration be given to the “equities” 
of the applicant in making an appraisal. No statutory guide 
lines on what are to be considered as the "equities" have been 
found. 


There is one other area where statutory guide lines could 
be considered to be inadequate, but it has apparently not 
caused any real ‘problems. This is the question of what dis- 
tinctions, if any, Congress meant when it specified different 
types of value, such as "fair market value," "true value," 
"reasonable value," "bona fide value," etc. If Congress 
intended distinctly different results depending upon the 
adjective used to modify "value," it has failed to make this 
intent known. Also, where Congress has authorized exchanges 
if the values are “approximately equal" it did not indicate 
what may be considered to be "approximately" equal. 


2. The Degree of Consistency Between the Statutes and 
Administrative Rules and Regulations 
Because the statutes relating to the appraisal of property 


are for the most part very general and brief, there are not 
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many inconsistencies between the regulations and the statutes. 
Where Congress has specified that there be a fair market value 
appraisal, the regulations provide for such an appraisal and 
the rules and manuals of the agencies studied generally contain 
details on how such appraisals are to be made. It would be 
difficult to say that those manuals are inconsistent with the 
statutes. 


The administrative regulations generally provide for 
appraisals at market value, although the Forest Service uses 
the term "cash market value." The regulations require market 
value appraisals regardless of whether the particular statute 
under which the agency is acting specifies "fair market value," 
"true value,” "equal value" or some other term. As there is no 
statutory language explaining the distinctions in these terms, 
the regulations cannot be said to be inconsistent with the 
statutes, 


By and large, there do not appear to be any real legal 
problems arising because of inconsistencies between regula- 
tions and statutes. If anything, the regulations are more 
stringent in requiring valuations than the statutes would 
indicate is absolutely necessary. But this is not necessarily 
an inconsistency because there is no indication that Congress 
ever intended to prohibit the executive agencies from issuing 
regulations which require thorough evaluations of property 
before land transactions are consummated. 


3- The Extent of Uniformity in the Legal System 


We have already commented on the lack of uniformity in 
the statutes with regard to the types of value specified. 
This lack of uniformity has generally been ignored by the 
executive departments and the courts; or perhaps it would be 
more complimentary to say that the other two branches have 
assumed that Congress was merely using synonymous terms and 
did not intend any different results. 


Throughout this chapter extensive reference has been made 
to the Forest Service Manual, the Department of the Interior 
handbook, and the Department of Justice procedural guide. The 
variations between these three documents have been noted and 
will not be repeated here. While there are obviously many 
variations in language and a few in substance, as a whole 
there is a great deal of uniformity. In each instance the 
general appraisal techniques and practices prescribed in the 
manuals are the same with the variations being limited primarily 
to ones of emphasis. 


The one noted instance of substantial difference in 
appraisal practices was that of the Tennessee Valley Authority 
in deviating from the judicial concept of fair market value in 
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appraising for acquisition. Unlike the other agencies TVA 
does not follow this concept of fair market value, but rather, 
according to its regulations, appraises with the objective of 
encouraging voluntary conveyances. 


Without attempting to evaluate the merits of the TVA 
approach, this practice may create a lack of uniformity in 
the way owners whose land is being acquired by the Federal 
government are treated in the TVA area. If the land is being 
acquired by TVA, the landowner may be offered more money than 
he would be offered if the land were being acquired by some 
other Federal agencies. Assuming that the landowner is no- 
more eager to dispose of his land in one case than the other, 
the amount of money he will receive may depend upon which 
Federal agency acquires it. This lack of uniformity hardly 
seems consistent with the Constitutional requirements of 
equal protection under the laws. 


While the administrative regulations and manuals are for 
the most part generally uniform regarding appraisals techniques, 
other than the TVA exception just mentioned, the statutes 
relating to appraisals and valuation are not quite so uniform. 
Certainly, the language in the statutes is anything but uni- 
form as shown by the examples in Appendix A. Congress has 
used all types of value, prescribed a number of ways in which 
value is to be determined, such as under the direction of the 
Secretary of the Interior, by three disinterested persons, etc., 
and has been less than uniform in delegating authority to devi- 
ate from appraised values. In the matter of the disposal of 
publie lands, perhaps Congress has been most nearly uniform 
in that it has more often required reference to fair market 
value when lands are to be sold. However, even in the matter 
of disposais Congress has deviated from fair market value in 
those instances where it has established fixed prices and where 
it permits consideration of "equities" in determining the 
sale price. 


In the matter of land acquisition, Congress has been even 
less uniform. Here, as shown by the examples in Exhibit A and 
as discussed earlier, Congress in some instances has authorized 
purchases to be made if the purchasing official believes the 
landowner's price is "reasonable," while in others it has pro- 
vided that the purchases will be made at market value. Also, 
such as in the military construction appropriation acts it has 
provided that land be purchased at no more than 100% of value 
unless its estimated value is less than $25,000. Here again, 
aS in the TVA situation just discussed, landowners whose land 
is being acquired by the Federal government may not always be 
receiving equal treatment. 


A prime example of this lack of uniformity is the: Land 
Acquisition Policy Act of 1960 which declares it is Congress' 
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policy that owners whose land is acquired for public works 
projects shall be paid a just and reasonable consideration 
therefor. 140/ This Act further provides that in order to 
facilitate acquisitions by negotiation, avoid litigation and 


relieve court congestion the Secretary of the Army is authorized 


to pay a purchase price for land which will take into consider- 
ation Congress' declared policy. The 1960 Act applies only to 
acquisitions by the Army. The lack of uniformity created by 
this Act was commented upon in the Congressional debates in 

the House of Representatives before the Act was adopted. At 
that time Congressman Teller remarked: 


Are not the people of this country entitled 

to the same kind of treatment when their 
property is condemned by the Federal Government? 
We are proposing to give different treatment 

to people whose property is condemned by the 
Army. 


- « « I think it is a fair provision, but 
Should it not be extended to apply to all 
the people of the country? 141/ 


In the area of exchanges there is also lack of uniformity 
in statutory requirements. Sometimes Congress has stated that 
the lands to be exchanged must be of equal value while at other 
times it has said they need be only "approximately" equal. 
Sometimes it has specified that if the lands are not equal 
cash can be paid by one of the parties to bring about equality, 
but in other instances it has refrained from permitting the 
use of cash to equalize the values. 


Fortunately, perhaps this lack of uniformity in the 
statutes has not resulted in a wide assortment of appraisal 
practices being prescribed by the various Federal agencies. 

As indicated previously, the contrary is so. The different 
cepartments and agencies appear, for the most part, to pre- 
scribe the same general practices in making appraisals whether 
they are for land acquisitions, disposals or exchanges, and 
regardless of the particular act under which the agency happens 
to be working at the time. In Chapter 4 we will examine the 
actual practices of certain agencies to see if they are con- 
sistent with the regulations or whether there are differences 
between the practices and prescribed procedures. 


140/ Act of July 14, 1960, Pub. L, 86-645, Title III, § 301, 
7H Stat. 502, 33 U.S.C. § 596 (1964). For a quotation of a 
part of this act see supra at 86-87. 


141/ 106 Cong, Ree, 13035-6 (1960). 
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CHAPTER 3 


A COMPARATIVE REVIEW OF OTHER EXISTING 
LEGAL SYSTEMS 


For purposes of comparison with the Federal legal system 
governing appraisals, a review was made of two other existing 
systems. These are the appraisal practices of the State of 
California and the Tennessee Valley Authority. Technically, 
the TVA is, of course, a part of the existing Federal system, 
but because it is governed by a corporation established by 
Congress and has adopted some rather unique appraisal concepts, 
for purposes of this study it is considered a system separate 
and apart from those followed by other Federal agencies, 


The review of these two systems was generally limited to 
printed material supplied by the Public Land Law Review 
Commission. As the authors of this study are located in 
California and somewhat familiar with California practices, 
material in addition to that supplied by the Commission was 
examined and analyzed. 


A. California Appraisal Technigues and Practices 


Appraisal techniques and practices by agencies of the 
State of California are governed more by administrative regu- 
lations than by statutes. The few statutes on this subject 
grant great leeway to administrators and public boards to 
develop their own regulations and technigues for appraising 
land to be purchased, sold or leased by the state. The G 
primary agencies involved in land transactions in California 
are the Department of Public Works and the Department of 
General Services. To a much lesser degree, the Department of 
Parks and Recreation, the State Lands Commission and the 
Division of Ferestry of the Department of Conservation de gat 
involved in some land work. Also, two boards, the State 
Public Works Board and the California Highway Commission, 
have jurisdiction over certain land transaction matters, 
However, most of the appraisal work for the state is done 
either by the Right of Way Department of the Division of 
Highways in the Department of Public Works, which is res-=- 
ponsible for acquisitions or sales of land for highway 
purposes, or the Department of General Services, which con- 
ducts nearly all other appraisals for the state. 


California's primary real estate activity involves 
acquisitions of land although occasionally the state sells or 
leases lands reserved to it, such as swamp and overflowed 
lands and excess rights of way acquired at some earlier date. 
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Contrary to the provisions of certain Federal laws, no 
California statutes prescribe a fixed price to be paid or re- 
ceived for land being acquired or sold by the state. Some 
California statutes imply, and a few expressly require, that a 
formal appraisal must be made before land is transferred, 
while other statutes require only an estimate of value. In 
certain situations an officer of the agency involved is granted 
discretion to fix the price to be received or paid. The admin- 
istrative rules on appraisals developed by the Division of 
Highways Right of Way Department and the Department of General 
Services fill in the details omitted in the statutory law. 


1. The Requirements for Appraisals 


Most of the applicable California statutes do not expressly 
require an appraisal. For instance, the Property Acquisition 
Law 1/ gives the State Public Works Board the authority to 
condemn land and to approve the purchase of land without con- 
demnation if by a unanimous vote it determines the price is 
"fair and reasonable." 2/ But that law does not require that 
there be an appraisal. However, the law does state that any 
appropriation for the acquisition of real property may be ex- 


pended for fees and expenses of appraisers. 3/ 


Similarly, the disposal statutes generally do not expressly 
require an appraisal. The Department of Public Works may 
dispose of excess real property acquired for highway pur- 
poses "upon the terms and conditions approved by the 
[California Highway] Commission." 4/ The State Lands Commis- 
sion may under certain circumstances exchange state lands 
within the bewndaries of a national forest or park for United 
States land of equal value. 5/ Public school lands, swamp 
and overflowed lands and inland lake lands all may be sold by 
the State Lands Commission at prices fixed by it. 6/ 
Statutory law does not require the Commission to appraise 


1/ West Cal. Gov. Code §§ 15850-15866 (West 1963). 

2/ West Cal. Gov. Code § 15854 (West 1963). 

3/ West Cal. Gov. Code § 15860 (West 1963). 

4/ West Cal. Street and Hwy. Code § 118 (West 1969). 

5/ West Cal. Pub. Resources Code §§ 6441 and 6442 (West 1956). 
6/ West Cal. Pub. Resources Code §§ 7301, 7303, 7352, 7501 
and 7604 (West 1956). 
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any of these lands prior to disposal. 


However, there are some laws that do require appraisals. 
The general leasing law governing lands under the State Land 
Commission's jurisdiction provides that when the Commission 
receives an application to lease land it "shall appraise the 
lands and fix the annual rental." 7/ Another law involving 
leases provides that before the Department of Parks and 
Recreation may enter into a lease contract, "the lands pro- 
posed to be leased shall be appraised by the Department of 
General Services to determine the fair market value of the 
lands." 8/ 


As to disposals, the statutes provide for the sale by the 
Department of General Services of certain excess land and by 
implication make an appraisal mandatory because the statute 
provides: 


When the highest bid received after 
advertising does not equal the appraised 
value of such property, the state agency 
* « « May... employ a licensed real 
estate broker... 9/ 


Also, before an approval for the purchase of land for state 
forest purposes can be made: 


The State Forester shall make the 
necessary surveys, examination, appraisals, 
inventories and title searches and obtain 
other pertinent data and information bearing 
on tracts of forest land offered for sale 
for state forest purposes. 10/ 


While the statutes do not always expressly require an 
appraisal before a land transaction is Made, the manuals of the 
two principal land acquisition agencies, the Department of 
General Services and the Division of Highways in the Department 
of Public Works, do contain stringent requirements for apprais- 
als. The Right of Way Manual of the Division of Highways 
states that it is the policy of the Department of Public Works 


7/ West Cal. Pub. Resources Code § 6503 (West 1956). 
8/ West Cal. Pub. Resources Code § 5063 (West Supp. 1968). 


9/ West Cal. Gov. Code § 11011.5 (West 1966) (emphasis added). 


10/ West Cal. Pub. Resources Code § 4647 (West Supp. 1968) 
“emphasis added). 
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that all parcels shall be appraised prier to opening negotia- 
tions with the landowner. 11/ The manual of the Property 
Acquisition Division of the Department of General Services 
states that the functions of appraisals are to serve as 
evaluation bases for the purchase of real property fer state 
needs and to estimate the value of real property declared 
surplus to state needs for sale or exchange. 12/ If not 
expressly, at least by implication, it would appear that the 
Property Acquisition Division Manual requires an appraisal be 
made before any purchase or sale of real property is approved 
by the Department of General Services. 


2. ‘Types of Value Required 


There is little or no conflict in the California Statutes 
on the type of value to be used. Where the statutes do mention 
value they generally refer to market value. In California the 
accepted definition of "market value" as determined by the 
courts is: 


[MJaxket value ... is... the highest 
rice estimated in terms of money which the 
tand would bring if exposed for sale in the 
open market, with reasonable time allowed in 
which to find a purchaser, buying with knowl- 
edge of all uses and purposes to which it was 
adapted, and for which it was capable. 13/ 


This definition is found in Section 2.002 of the Right of Way 
Manual and in Section 2101 of the Property Acquisition Division 
Manual. It should be noted that the definition speaks of the 
"highest price" which the land would bring on the open market. 
The definitions of market value followed by the Federal courts 
generally do not make reference to this “highest price” concept. 
14/ As we shall shortly see, this “highest price" concept has 
an effect on appraisals in California. 


ll/ State of California, Transportation Agency, Department of 
Public Works, Division of Highways, Right of Way Manual, 
§ 1.041 at 27 (6th ed. 1968) (hereinafter cited in this chapter 


as Right of Way Manual). 


12/ Department of General Services, State of California, Property 


Kequisition Division Manual (Division of Policy and Procedures), 
Fart 2, Vol. li, § 2000 (20 ed. April 1969) (hereinafter cited 


ae 
in this chapter as Property Acquisition Division Manual). 


13/ Sacramento Southern R.R. v. Heilbron, 156 Cal. 408, 409; 
T04 p. 979 (1909) (emphasis added). 


14/ Supra p. 9. 
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3. Appraisal Procedures 


California statutes do not prescribe how or by whom an 
appraisal will be made when one is necessary. The appraisal 
procedures are set forth in regulations and manuals and are 
generally unfettered by statutory requirements. The manuals 
issued by the Department of General Services and the Right 
of Way Department of the Division of Highways have been 
examined in detail. 


a. Organizational Structure and Selection of Appraisers 


_The appraisal functions in the Division of Highways are 
carried out by eleven district offices located throughout the 
state and the headquarters office in Sacramento. 15/ Each of 
the district offices has its own appraisers and negotiators, 
with both groups being called right of way agents. Appraisals 
are to be prepared by those men assigned to the appraisal 
section who are considered to be at least at the journeyman 
level and it is the policy not to permit the person who makes 
the appraisal to later negotiate with the landowner for 
acguisition of the same parcel. 16/ 


: Within each district office there is an appraisal unit 
which ordinarily consists of a senior right of way agent, 
three associate agents and three or four assistant agents 
who are apprentices. This organizational structure in the 
district offices was described in testimony and exhibits 
furnished to the Select Subcommittee on Real Property Acqui- 
sition of the Committee on Public Works of the House of 
Representatives at a hearing held in Sacramento, California, 
October 4, 1963. At that hearing the then chief right of 
way agent for the Division of Highways described the various 
levels of appraisers in the Right of Way Department and the 
review responsibility of the headquarters office. In his 
testimony he stated: 


Everything that is done in the State 
of California in appraisal or acquisition 


is processed to headquarters where we can 
give it. a review on an equalization basis 


15/ Right of Way Manual § 1.002 at 11 (6th ed. 1968). 
16/ Right of Way Manual § 1.041 at 27 (6th ed. 1968). 
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to see that all policies and procedures 
are being carried out equitably and 
fairly throughout the entire State and 
that each one of them has all of the 
factual material. 17/ 


The Right of Way Department uses its own staff appraisers 
and makes no provisions for the use of independent or contract 
appraisers until all negotiations for settlement have failed 
and the case must go to formal condemnation. The Right of Way 
Manual provides experts are to be employed at the latest pos- 
sible date which will allow sufficient time for them to pre- 
pare their reports and for the reports to be reviewed before 
the pretrial date. 18/ 


The headquarters office maintains a list of firms and 
individuals specializing in appraising that have been previously 
approved by that office. This list shows the education, ex- 
perience, and other qualifications of the appraisers. The 
district office may, without further approval of the head- 
quarters office, initiate contracts for the services of any 
individual or firm on the list. 19/ 


The Property Acquisition Division Manual of the Department 
of General Services does not set forth the organizational 
structure of the appraisal staff, nor does it treat the subject 
of selection of contract appraisers. 


b. The Purpose of the Appraisal and the Resultin 
TAPRAS 


None of the printed material on appraisal procedures in 
California indicates that the purpose for which the property 
is to be used should have any effect on the valuation of the 
property. Whether the property is to be acquired or disposed 
cf should not affect the appraiser's conclusion. As most ail 
of the appraisals are made in connection with land acquisi- 
tions, the appraisal manuals tend te be written with this goal 
in mind. The Property Acquisition Division Manual states: 


17/ Hearings on Real Property Acquisition Practices and 

Adequa of Compensation in Federal and Federally Assisted 

P ams before the Select Subcomm. on Real Property Acqui- 
Sition of the House Comm. on Public Works, 88th Cong., 2d 
ess. at lz (October 4, and 7, hereinafter cited in 


this chapter as Hearings on Real Property Acquisition Practices. 
18/ Right of Way Manual § 4.173 at 229 (6th ed. 1968). 


19/ Right of Way Manual § 4.171 at 229 (6th ed. 1968}. 
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The goal of the appraiser is to 
furnish an estimate of value which 
represents the just compensation to 
which the property owner is legally 
entitled. Negotiations shall not 
commence without an approved apprai- 
sal of the property affected, 20/ 


The Right of Way Manual says: 


The appraisal will be made in accordance 
with the highest professional appraisal 
methods and ethical standards and with 
constant regard to the rights of the 
property owner and citizens of the 
State. It will comply fully with the 
Constitution, Statutes of the State of 
California and rules and regulations of 
the Department. It will be promptly ‘ 
adjusted when new data indicates revi- 
sions are appropriate. 21/ 


The policy of the Right of Way Department was elaborated 
upon in the testimony before the Congressional subcommittee 
previously referred to. At that time the chief right of way 
agent stated that as to the Right of Way Department, “[A]s 
far as acquisition is concerned, our policy is to arrive at 


the highest price that a property would bring if exposed upon 
the market." ae7 


Throughout that hearing the chief right of way agent 
consistently stressed this "highest price* concept and 
emphasized its public relations value. He said that if the 
owner of the property to be taken felt that he was getting 
all that the property would bring then negotiated settle- 
ments would more likely be forthcoming. There is nothing 
in the Right of Way Manual or in his testimony that indicates 
that appraisals made for the Right of Way Department are to 
be done any differently in determining this "highest price" 
for acquisition negotiations than if the appraisal is being 
done in preparation for a condemnation case. While no 


20/ Property Acguisition Division Manual § 2103 (2d ed. 1969). 
21/ Right of Way Manual § 2.003 at 32 (6th ed. 1968). 


22/ Hearings on Real Property Acquisition Practices at 10 
(October 4, 5 and 7, TEED Cemphasis added). 
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statistics are available to correlate the values determined 

by independent appraisers hired by the Right of Way Department 
for condemnation cases with the values determined by staff 
appraisers for the same property, there is some indication 
that there may be some difference between the two appraisals. 
At the 1963 Congressional subcommittee hearing the chief 

right of way agent was asked: 


Under your present practices if you 
are going to go to court you use the 
figure that was handed down on the 
appraisal map from the district offices 
as being a figure to go to court with? 23/ 


His answer was: 


No, under the way that court cases 
are tried we have to go to the outside 
and hire appraisers or use individuals. 
We can't use a group appraisal such as 
that regardless of how good we think it 
may be. The facts of life are such that 
if we are unable to come to an amicable 
settlement and it must proceed to a court 
case, we then are in the same situation 
as every other acquiring agency.. We go 
to the field. We attempt to get the man 
we think is best qualified. 24/ 


This concept of offering the “highest price," which was 
described in the Congressional testimony as being the top of 
the range of value 25/, should be compared with the policies 
of the Tennessee Valley Authority discussed later in this 
chapter and those of the Land and Natural Resources Division 
of the Department of Justice discussed in Chapter 4. 


¢. Valuation Approaches 


The Right of Way Manual and the Property Acquisition 
Division Manual both prescribe the three standard valuation 
approaches; i.e., the market data approach, the income approach 


23/ Id. at 18. 
24/ Id. 
25/ Id. at 19. 
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and the cost approach. However, the Right of Way Manual 
refers to the cost approach as the replacement cost new less 
depreciation approach. 26/ 


The Right of Way Manual states that the market data 
approach is required in all appraisals except for "certain 
governmental or public utility parcels under specified cir- 
cumstances." 27/ It also states that a separate replacement 
cost new less depreciation valuation shall be made for all 
improved properties except in certain instances where the 
improvements are only minor or for residential properties of 
four or less units if there are substantial comparable sales 
data, 28/ and that the income approach shall be used when 
appraising all income or potential income producing properties, 
except residential properties of four or less units and certain 
other properties where the income may be a minor factor. 29/ 


The Property Acquisition Division Manual mentions the 
three standard approaches but does not make the use of any 
particular one mandatory. It does state that the market 
data approach will normally be the primary approach to 
value. 30/ 


d. Appraisal of Partial Interests 


The taking of only a portion of an owner's property 
raises the issues of severance damages to the remaining parcel 
and the existence of special benefits. Treatment of these 
matters is prescribed by statute in California in section 1248 
of the Code of Civil Precedure which states in part: 


The court, jury, or referee must hear 
such legal testimony as may be offered 
by any of the parties to the proceeding, 
and thereupon must ascertain and assess: 


aks e 2 e e 
2. If the property sought to be condemned 


constitutes only a part of a larger parcel, 
the damages which will accrue to the portion 


26/ Right of Way Manual § 2.093 at 51 (6th ed. 1968). 
27/ Right of Way Manual § 2.092 at 50 (6th ed. 1968). 


28/ Right of Way Manual § 2.093 at 51 (6th ed. 1968). 
29/ Right of Way Manual § 2.094 at 52 (6th ed. 1968). 


30/ Property Acquisition Division Manual § 2200.1 (2d ed. 1969). 
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not sought to be condemned by reason of 

its severance from the portion sought to 

be condemned, and the construction of | ) 
the improvement in the manner proposed 

by the plaintiff; 


3. Separately, how much the portion not 
sought to be condemned, and each estate or 
interest therein, will be benefited, if at 
all, by the construction of the improvement 
proposed by the plaintiffs. If the benefit 
shall be equal to the damages assessed under 
subdivision 2, the owner of the parcel shall 
be allowed no compensation except the value 
of the portion taken. If the benefit shall 
be less than the damages so assessed, the 
former shall be deducted from the latter, 
and the remainder Shall be the only damages 
allowed in addition to the value. If the 
benefit shall be greater than the damages so 
assesséd, the owner of the parcel shall be 
allowed no compensation except the value of 
the portion taken, but the benefit shall in 


Po 3 


ote YT Snie eet tn Sit TA wit es tee he = die = = om Ras 

This statute rejects the Federal “before and after" rule 
where compensation is determined as the difference between the ) 
Value of the whole parcel before the taking less the value of 
the remainder after the taking. In California you do not 
Geduct any benefit frem the value of the portion taken irre- 
spective of the extent of benefits accruing to the remaining 
parcel beceuse of the improvettent. ‘The validity of the 
California ‘statutory rule has been upheld by the courts in a 
decision which clearly stated that the "before and after" rule 
is not the California rule, 32/ 


36/ 


benefits shall be shown as separate figures. 33/ 


4. Appraisal Review _ 


The regulations governing the Department of General 
Services provide that all appraisals are to be signed by the 
person preparing them and approved by the senior land agent. 
They also provide that each appraisal report is to be sub- 
mitted to the Appraisal Review Section for an independent 
analysis and the land agent assigned to the review will 
generally field inspect the property in company with the 
staff appraiser. 34/ 


In the Division of Highways some of the review procedure 
is more elaborate than that required by the Department of the 
Interior regulations in ‘that it provides for not only one 
review but for a series. Districts are authorized to approve 
appraisals as delegated by separate letter authorizations. 

All ‘appraisals involving railroad properties are reviewed by . 


‘the headquarters office. 35/ Also, if the first apprabsal is 


in excess of $100,000 a s@éond appraisal is indepéndently pre- 


‘pared and both appraisals are gubmitted to the headquarters — 
office fox review and the one ‘to be used for acquisition pur- - 


poses must ‘be approved ‘by ‘the ‘headquarters appraisal séction. 

thee S 9 2% it - ie : mah Se naga es r P24 pasate Ke e ; s = a “3 ere 
The Division of Highways’ review procedure was described 
more fully in the material submitted to the Congressional 


subcommittee at the 1963 hearing. That material stated that 


after the appraisal is completed, a personal field review is 
conducted by supervisery right of way agents who visit all of 


“the comparable -gales used in the appraisal. Additionally, 
- district office- reviews are made by the district right of 
way agént and the district engineer, and, after they have 


approved the appraisal, it is «submitted to the headquarters 
office where it is again checked and reviewed by the head- 
quarters’ staff. 37/ Nothing in the Right of Way Manual or 


With regard to measuring severance damages the Right of 
Way Manual provides for the use of two methods. The first is 
the "before and after" method and the second is the "cost to 
cure" method. In the “before and after" method an appraisal 
is made of the entire property and then of the remainder, and 
the latter is subtracted from the former. Then the value of 
the portion acquired is subtracted from that figure to produce 33/ 
the amount of severance damages (or special benefits, as the 


case may be). In any event, severance damages and special 4 edge Es Shen PENI Shon Menuet 5 S82 40 0mancy aa4 


31/ West Cal. Code of Civil Procedures § 1248 (West Supp. 35/ Right of Way Manual § 2.008 at 33 (6th ed.’ 1968). 
A Sonne) IE 36/ Right of Way Manual § 2.009 at 34 (6th ed. 1968). 


37/ Hearings on_ Real Property Acquisition Practices at 
an : 
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in the material presented to the Congressional subcommittee 
states that reviewers may independently revise the value 
placed upon the property by the original appraiser. However, 


Right of Way Manual §§ 2.176 and 2.177 at 71 (6th ed. 1968). 


32/ Contra Costa County Water District v. Zuckerman Construc- 
tion Company, et al., 240 Cal. App. 2d 908, 909; 50 Ca. R. ) 
224 (1966). 


the material submitted at the subcommittee hearing states: 
Reviews are designed to assure consistency 
and adequate documentation of supporting data 
among values assigned to similar parcels 
appraised for any project, or for any series 
of projects where similar properties are 
encountered. 


In instances where condemnation proceedings 
are indicated and where normally two inde- 
pendent appraisal reports are secured in 
addition to the original staff appraisal the 
review is intended as a means of resolving 
differences among the several appraisals. 

To implement this facet of our procedures, 

the appraisers are called into consultation 

in an attempt to resolve substantial differ- 

ences in value or to eliminate obvious errors 

in appraisal procedures or in interpretations 
_ of applicable judicial concepts. 


Differences of opinion do not mean that 
both appraisals cannot be approved. If both 
are properly supported and adequately docu- 
mented as being within range of fair market 
value, both are approved on that basis and 
negotiations proceed on the basis of the 
highest approved appraisal. 38/ 


As to reviews in the district office, the material 
submitted at the hearing states: 


All differences of opinion are discussed 
and any additional information required 
is obtained so that a firm appraisal is 
developed. 


There is no directed appraisal figure. 
Differences of opinion are resolved one way 
or another, depending on whether or not the 
staff appraiser can adequately substantiate 
and document his solution of the appraisal 
problem, 39/ 


The Right of Way Manual indicates that sometimes revi- 
sions in appraisals are made. It says that if an appraisal 
report is returned to a district, the district will take 


38/ Ia. 
39/ Ia. 
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necessary corrective action and resubmit the report as though 
it had never been submitted. It also says that the contents 

or value of an approved appraisal may be changed, subject to 

approval of the headquarters appraisal section. 40/ 


5. Release of Appraisal Reports 


At the Congressional subcommittee hearing the chief 
right of way agent for the Division of Highways said that it 
is California's philosophy that the acquisition of land for 
state purposes is not an arm's length deal between the state 
and the property owner but that the state has a fiduciary 
relationship with the property owner and it is the state's 
duty to see that he gets the highest price. 41/ In practice, 
however, the administrative regulations allow so little dis- 
closure or release of appraisal reports and value information 
that it is difficult to visualize the California agencies or 
its appraisers as acting in a fiduciary capacity. In the 
Department of General Services, 


{a]ppraisers shall not discuss their 
opinion of value, applying to land, 
improvements, or damages, with the 
owners or any other parties other than 
co-workers. .. .- [T]he appraisal 
report is not to be shown to, read to, 
permitted to be read by or loaned to 
any person not an employee of the 
Department. 42/ 


The Right of Way Manual states that appraisal reports are 


confidential and says that contract appraisers should be in- 
structed as to their confidential nature. It provides that 
disclosures of the contents in a report should be made only 
to authorized state personnel. 43/ Rather than a fiduciary 
relationship, these restrictions appear to impose a definite 
arm's length transaction between the public agency and the 
owner of the property to be acquired. 


40/ Right of Way Manual §§ 2.051 and 2.052 at 44 and 45 
Téth ed. ei 


41/ Hearings on Real Property Acquisition Practices at 24. 


42/ Property Acquisition Division Manual § 2104 (2d ed. 1969). 
43/ Right of Way Manual § 4.202 at 236 (6th ed. 1968). 
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There is statutory authority for these non-disclosure 
regulations. The California Public Records Act AY/ provides 
that public records are to be open to inspection and that 
every citizen has the right to inspect any public record, 
with certain exceptions, and one of those exceptions is the 
following: ; 


The contents of real estate appraisals, 
engineering or feasibility estimates and 
evaluations made for or by the state or 
local agency, relative to the acquisition 
of preperty, or to prospective public 
supply and construction contracts, until 
such time as all of the property has been 
acquired or all the contract agreement 
obtained, provided, however, the law of 
eminent domain shall not be affected by 
this provision. ... 45/ 


6: Summary and Comparison of California and Federal Systems 


There are a number of interesting differences between 
California's system and appraisal procedures and techniques 
and that of the Federal Government. Some of these differ- 
ences may be accounted for because of the different emphasis 
in activities. While the Federal Government is extensively 
engaged in exchanges and disposals as well as the acquisition 
of property, California's land activity is primarily limited 
to acquisitions. Thus, California's appraisals are more likely 
to have to withstand the test of condemnation trials. 


Another major difference between the two systems is that 
almost all of California's appraisal activity is concentrated 
in two agencies, the Division of Highways of the Department 
of Public Works and the Department of General Services. In 
contrast there are a whole host of Federal agencies engaged in 
making appraisals for one reason or another. This concentra- 
tion of activity provides for more uniformity of practice in 
California than appears to be the case with the Federal agencies. 


In terms of staffing, California tends to rely almost ex- 
clusively on staff appraisers for all work until it is deter- 
mined necessary to go to condemnation. At that time it hires 
contract appraisers. Some Federal agencies tend to make use 
of contract appraisers for more purposes than just court 
testimony, such as in the case of controversial transactions. 


44/ West Cal. Gov. Code §§ 6250-6260 (West Supp. 1968). 


45/ West Cal. Gov. Code § 6253(h) (West Supp. 1968). 
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In making appraisals and determining value there are 
two important differences between the California and Federal 
systems. The first involves the definition of market value 
and the "highest price" concept and the second concerns the 
treatment of offsetting benefits. In California, market 
value has been defined as the "highest price" that the 
property will bring in the open market and the announced 
California practice is to use this "highest price" concept 
in making appraisals and negotiating with the landowner. 

The Federal concept of market value does not emphasize this 
"highest price" aspect. Presumably, under the California 
system the state will generally offer a higher price for a 
piece of property than a Federal agency would offer for a 
comparable piece of property. Whether this occurs in 
practice is not known. If a study could be made of an area 
where both the state and the Federal Government are acquiring 
lands, it might be possible to determine what the California 
"highest price" concept means to property owners in terms 

of dollars when compared to the Federal system. 


There is one instance where the California system does 
often give the landowner a higher price than he would get 
under the Federal system and that is with regard to offsetting 
benefits. Under the Federal system benefits can be offset not 
only against damages to the portion of the parcel remaining 
but also against the value of the portion taken; whereas, in 
California by statute benefits can in no event be deducted 
from the value of the portion taken. They can be used only 
as an offset against severance damages to the part remaining. 
In the Federal system, if the benefits are great enough, com- 
pensation to the landowner can be zero or nominal. In 
California this can never happen and the landowner must always 
be paid the full value of the property actually taken. 


B. Tennessee Valley Authority Appraisal Techniques 
and Practices 


The Tennessee Valley Authority (TVA) was created by 
Congress in 1933 as a corporation for a number of purposes 
including the development of agriculture and industry, flood 
control and the improvement of navigation in the Tennessee 
River. 46/ The corporation was given the power to purchase or 
lease such real and personal property as it deems necessary 
or convenient in the transaction of its business and the power 
to exercise the right of eminent domain in the name of the 
United States of America. 47/ With regard to the right of 


46/ Act of May 18, 1933 (Tennessee Valley Authority Act), ch. 

2, 48 Stat. 58, as amended 16 U.S.C. §§ 831 - 83l1ldda (1964). 
T/ Act of May 18, 1933, ch. 32, § 4, 48 Stat. 58, as amended 

16:U.SiCs §©831¢eC(L),, Ch). 01964) < os eae 4 ay ane 
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eminent domain the TVA Act says; 


[I]n the event that the owner or owners 

of such property shall fail and refuse i 
to sell-to the Corporation at a price 
deemed fair and reasonable by the board, | 
then the Corporation may proceed to exer- | 
cise the right of eminent domain... 48/ 


This authority to pay fair and reasonable prices has resulted 
in TVA adopting some rather unique appraisal practices. 


ds Appraisal Policies and Valuation 


The TVA code states that "TVA appraises land and land 
rights’in such a way as to encourage voluntary conveyances." 
49/ In practice TVA has developed a two-pronged appraisal 
policy for determining values. Its initial appraisal of land 
to be acquired is intended to encourage a voluntary sale. If 
the property cannot be obtained in that manner, it is reappraised 
on a different basis and condemnation proceedings are commenced. 


TVA's policies governing the first appraisal and its deal- 
ings with the property owner in attempting to acquire the land 
by purchase are set forth in its appraisal manual as follows: 


The fundamental policy underlining 
the acquisitions of lands by TVA is 
purchased on a non=-price-trading basis. / 
- - - No appraisal is made or altered 
in the interest of buying expediency, 


except that all appraisals are made to 
epeperars voluntary conveyance and avoid 
litigation. 


TVA offers to purchase the lands and 
rights it needs at prices which encourage 
voluntary conveyance, avoid litigation, 
and enable the owners, if they have to 
move, to relocate and reestablish 


48/ Act of May 18, 1933, ch. 32, § 4, 48 Stat. 58, 
as amended 16 U.S.C. § 831c(i) (1964). 


49/ Tennessee Valley Authority, Code § V - Acquisition, 


Acquisition of Interests in Real Property, at 1 (January 
18, 1966). 
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themselves in a way that will afford 
advantages at least equal to those 
which they now enjoy. 50/ 


The purpose of TVA's first 
set "market value" or SiG SOUBeHEStd oH REEE Le ee 
higher price that will minimize the possibility of condem- 
nation proceedings. At the Congressional subcommittee 
hearings referred to earlier in this chapter, several TVA 
officials testified, One of them said: ; 


TVA's concept of value, as it applies 
in land acquisition programs, provides 
for something more than the amount justi- 
fied under the strict Judicial concept of 
market value. 51/ 


At the same hearing the director of TVA's Di 
and Supplies stated: See tate pe gre 


- - « TVA follows an appraisal olic 
that is designed to hold condeanucren Y 
proceedings to a minimum at the same time 
avoiding the payment of unreasonably high 
prices for the land taken. 52/ 


He further testified that: 


If the landowner refuses to sell his 
property at the appraised price, the 
property is acquired by condemnation, 
of course as a last resort. No change 
is made in the price in the course of 
negotiations unless it appears that 
Some element of value was overlooked or 
some error occurred in the original 
appraisal. 


50/7 Land Branch, Division of Propert 

y and Supply, Tennessee 
Valley Authority, Appraisal Practice Manual, at 2=1 and 2=2 
(rev. ed. 1969) (enpheste added) (hereinafter cited in this 
chapter as TVA Appraisal Practice Manual), 


51/ Hearings on Real Propert Acquisiti 
363 an oe st gq on Practices, July 29, 


22/, id. at. 5, 
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When condemnation becomes necessary 
because of refusal to sell, TVA obtains 
local lay witnesses or special appraisers 
who establish a condemnation price of 
"just compensation." <¢ . .« Prices 
established by qualified witnesses are 
based on fair cash market value, or, 
according to the judicial concept, the 
amount the property would bring on the 
open market between a willing buyer and 
a Widlingyseller.m. su This "con- 


demnation price" is frequently less 
than the price at which the propert 
was appraised for the purpose = an 
offer to purchase by volunta 
purchase. Bo 


The TVA Appraisal Practice Manual further illustrates 
the difference between the two appraisals. It says: 


Where condemnation has been instigated 
because of refusal to sell, the condem- 
nation price is to be substantiated... 
by . . . a market value appraisal by a 
member of the Appraisal Section. 54/ 


It also discusses the relationship between the original 
appraisal and that used in condemnation. 


Testimony in contested condemnation 
cases, regardless of any disparity 
between the purchase price originally 
offered and the amount of market value 
appraisal, is based on the market 
value of the property involved as of 
the date of taking. Appraisers arti- 
cularly if the articipated in the 
original appraisal, erat disassociate 
the two amounts when testi tying, dis- 
regarding the amount of the or nal 
eS if the purchase price 
offered before filing of condemnation 
proceedings exceeded the amount to be 


supported in court or exceeds the 
value to which the witness testifies, 


the witness must be prepared to explain 


that the original ater was based on 


TVA's liberal price policy while s 
testimony is based on his opinion of 
the market value as of the date of 
taking. 55/ 


This language in the manual and the testimony given at 

the subcommittee hearing illustrates TVA's unique policy 
of two distinct valuations each dependent upon the purpose 
of the appraisal. 


2. Appraisal Procedures 


TVA's appraisal procedures are described in its 
Appraisal Practice Manual. These will not be discussed 
in any detail here, but only commented upon briefly. The 
really important aspect of TVA's appraisal practices is 
its two methods of valuation which have already been 
discussed. 


a. Organizational Structure and Selection of A raisers 


The TVA Board of Directors has with certain exceptions 
delegated the authority to appraise and acquire interests 


in real property to its Division.of Property and.Supply. : sit 


Where condemnation is required, the Division of Law is re- 
sponsible for acquisition. 56/ Pages D-138 and D-139 of 
Appendix D are organization charts showing the location of 
the appraisal function within the TVA organization. The 
appraisal Section of the Land Branch of the Division of 
Property and Supply operates under the supervision of the 
Supervisor of Appraisals who has direct responsibility for 
assigning appraisers to specific projects and meeting all 
land acquisition schedules. His staff includes an Assistant 
Supervisor of Appraisals, a Supervisor of Appraisal Services 
for power properties, a Supervisor of Appraisal Services in 
each district office, and a complement of reviewing appraisers 
and field appraisers. 57/ 


Generally, TVA uses its own staff to make appraisals. 
However, when condemnation is necessary TVA hires independent 


55/ Id. at 9-2 (emphasis added). 


53/ Id. at 6 and 7 (emphasis added). Note: Under a 
revised policy effective October 28, 1968, TVA now deposits 
with the court the full amount of the original offer. 


56/ Tennessee Valley Authority, Code § V - Acquisition, 
Acquisition of Interests in Real Property, at 5, (January 


18, 1966). 
54/ TVA Appraisal Practice Manual at 9-8 (emphasis added). ) 57/ See Appendix D at D-133. 
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appraisers to make an appraisal. According to TVA's response 
to a questionnaire from the Public Land Law Review Commission 
"This procedure is followed in every case before the TVA Board 
of Directors approves a condemnation action." 58/ The TVA 
Manual warns of the too frequent use of the same independent 
appraisers. It states that juries may have a tendency to 
discount the testimony of appraisers who are regularly employed 
by TVA, presumably because they may in effect become quasi- 
staff members. 59/ 


Db. Valuation Approaches 


Neither the portion of the TVA code on acquisition or 
the Appraisal Practice Manual describes the valuation 
approaches to be used in appraising property. However, in 
1963, the Assistant Chief of the Land Branch of the Division 
of Property and Supply, in his testimony at the Congressional 
subcommittee hearings previously referred to stated: 


TVA's appraisal staff relies primarily 
on the market value or comparable 

sales approach in arriving at basic 
values, This method is well understood, 
readily defended, and logical in approach 
in the Tennessee Valley where a sufficient 
number of recent transactions is gener- 
ally available. In certain specific 
instances, such as income=-producing 
residential and commercial properties, 
appraisers may use capitalization of 
income and reproduction cost as a check 
on the values assigned. General farming 
data in the Tennessee Valley region 
preclude the appraisal-_of agricultural 
lands by capitalization of income. In 
Some sections of the valley, in west 
Tennessee, for example, we have used 
this particular method as a check and 
only as a check of values obtained by 
comparable sales. 60/ 


This witness also testified that in valuing substantial 


commercial establishments TVA uses all three standard 
approaches, the income approach, the cost approach and the 


58/ See Appendix D at D-134, 


53/ TVA Appraisal. Practice Manual at 9-3. 


€0/ Hearings on Real Property Acquisition Practices, 
July 29, LE and August 1, 1963, at 44, 
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market data approach. He said after using all three 
approaches: 


We would tend to pay the owner of 
that business the highest value that 
we could justify by one of those 
three methods, We would probably 
go through the process used by the 
MAI, the process of correlation, 
but in order to maintain its liber- 
ality, TVA would tend to establish 
its value on the highest value 

that could be justified on those 
approaches. 61/ 


c. Appraisal Reports and Review 


The TVA Appraisal Practice Manual prescribes the use 
of printed forms for appraisal reports. It states that the 
appraiser carries a blank copy of the appropriate form with 
him and fills in the blanks as completely as possible during 
his inspection and that from those notes he makes a complete 
pencil copy of the report and turns it over to the area 
chief appraiser. 62/ Copies of the forms prescribed for 
reports on appraisals of rights of way and fee properties, 
as taken from the manual, are set forth in Appendix G. The 
short one-page form (TVA 537) is to be used for appraisal 
reports when the fee acquisition contains less than ten 
acres. 63/ The larger four-page form is to be used for 
appraisal reports on all fee acquisitions involving severance 
or containing ten acres or more. 64/ The interesting thing 
about these report forms is that they provide for a thorough 
description of the property, but nothing to indicate how the 
appraiser arrived at his valuation. They provide no space for 
reference to comparable sales or any discussion of the income 
or cost approaches to valuation. However, TVA appraisers do 
analyze numerous comparable sales in making their appraisals 
and when they use the income or cost approaches a narrative 
report is prepared to supplement the printed form. 65/ 


61/ Id. at 64, 

62/ TVA Appraisal Practice Manual at 4-4, 
63/ Id. at 10-3. 

4\/ Id. at 10-7. 


65/ Letter from Assistant Chief, Land Branch, TVA to Public 
Tand Law Review Commission, March 11, 1970. 
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The manual requires all reports to be reviewed and 
specifies that the reviewing appraiser will personally 
inspect the tract and the appraisal report before it is 
released, 66/ 


Appraisal reports and all information regarding the 
appraisal are, according to the manual, to be kept strictly 
confidential, ‘The manual states: 


Members of the Appraisal Section 
are charged with the trust of 
keeping confidential all informa- 
tion they gather in the process of 
making appraisals. They should 
never discuss with anyone outside 
the section any ideas of value 
pertaining to land or rights 
appraised which deviate from the 
appraised value fixed by appraisers 
concerned. The value established 
represents the composite opinion 
of all those who participate in 
the appraisal. .... If the 
values arrived at by the reviewing 
appraiser are different from the 
values arrived at by the field 
appraiser, this fact must never be 
disclosed outside the appraisal 
section. 67/ 


3. Use of Appraised Values in Acquiring Property 


The non-disclosure of information relating to the estab- 
lishment of an appraisal valuation by TVA is consistent with 
its policy of "non-price-trading." The TVA code provides 
that TVA will make an offer to property owners only at the 
appraised amounts, 


Thereafter no change is made in 
the appraisal unless some discrep- 
ancy sueh as an overlooked element 
of significant value is discovered, 
nor is any change made in the offer 
uniess the appraisal has been changed 
or uniess. the property is to be con=- 
demmed and it has been determined 


Ts . > — pees 


66/ THA As prais 1 Pract ise Manual at Ae, 
61/ Id. 
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that just compensation is less than 
the original offer. 68/ 


While the price offered by TVA may be slightly higher 
than "just compensation” in order to induce a sale and 
avoid condemnation, this price is fixed and rigid. The 
policy of not negotiating with the landowner is restated 
in the manual in the following manner; 


Negotiation on the traditional 
price-trading basis frequently 
results in inequities and creates 
antagonism and resentment. The 
appraisal procedures set out in 
this manual are designed to fix 

a uniform price for properties in 
the same classification. No pur- 
chases are made above or below 
the prices established in accord- 
ance with these procedures. 69/ 


The only exception found to this non=-deviation policy applies 
in the case of special easements and rights. in which case 
the manual provides: 


The non-price-trading policy does 
not apply to the acquisition of 
quarries, mineral rights, and phos- 
phate Lends. Land or rights of this 
character are purcthassd within limits 
of maximum price control established 
by the appraisal staff or the 
Geologic Branch, or both. 70/ 


One other area of fixed valuation should be noted. That 
is TVA's policy of offering a minimum purchase price of 
$50,00 for any fee purchase or easement if no other land or 
easement rights are to be acdilred ceticurrently from the same 
owner. The manual also provides that in some reservoirs or 
in certain groups or types of properties, it may be advisable 
to establish a higher minimum price. 7i/ 


68/ Tennessee Valley Authority, Code § VY = Acquisition, 
Paes an of Interests in Real Property at 1 (January 18, 
1966). a 


69/ TVA Appraisal Practice Manual at 2-1. 


4, Summary 


While no attempt was made to present a detailed descrip- 
tion or analysis of the TVA appraisal practices, the signifi- 
cant aspects of its practices have been described sufficiently 
to illustrate some of the difference between TVA practices 
and those of other Federal agencies, The most distinctive 
characteristic of the TVA practice is its policy of appraising 
at one value when it is seeking to purchase the property and 
at a different standard when it resorts to condemnation. In 
the first case it dees not follow the judicial concept of 
fair market value, but in the second case it does. The other 
interesting features of the TVA practice are its use of 
printed appraisal report forms which make no reference to the 
standard approaches for valuation and the complete absence of 
any description of these approaches in its appraisal manual. 
Another important feature of the TVA practice, which is not 
directly involved with appraisals, but relates to acquisition, 
is its policy of not negotiating with the landowner but simply 
offering him the value determined by the first appraisal 
method, 


Whatever else may be said about the TVA practices, they 
apparently do succeed in minimizing the necessity for litiga- 
tion. In its reply to a questionnaire from the Public Land 
Law Review Commission, TVA stated that "over the past 36 years, 
condemnation has been necessary to acquire fewer than four 
percent of the thousands of individual properties involved." 
T2/ 


T2/ See Appendix D at D-137. 
life 


CHAPTER 4 


CURRENT APPRAISAL PROCEDURES OF VARIOUS 
FEDERAL AGENCIES 


Chapter 2 presented a4 description and analysis of the 


laws, rules and regulations governing a Uoeery pene eet 
and techniques of various Federal ial racreer paees 
what the agencies are suppose to GO et is Pp 


will examine the methods and procedures Waitt ny appraisals 
i they are currently 3 : e- 
agencies © these procedures compare with the requiremen 
in the statutes and regulations. 


is chapter is based on information 
jon in response to 24 questionnaire 
ing 25 Federal agencies: 


The material in th 
obtained by the Commiss 
submitted to the follow 


Department of the Interior 


Bureau of Land Management 
National Park Service ‘ 
Fish and Wildlife Service 
Bureau of Reclamation / 
Bureau of oupieos ieee 

of Indian airx / 
naeaueelie Power Administration 


Department of Agriculture 


Forest Service 
Agricultural Research Service 


Department of Defense 


Department of the Army 
pepartment of the Navy 
Department of the Air Force 


Department of Transportion 


U. S. Coast Guard f 
Federal Aviation orpepedaa Pal 
Federal Highway Administration 


Department of Justice, Land and Natural 
Resources Division 


atomic Energy Commission 


General Services Administration 

Veterans Administration 

National Aeronautics and Space Administration 
International Boundary and Water Commission 
Public Health Service 

Department of Commerce 

Federal Comaunications Commission 

Tennessee Valley Authority 


Responses were obtained from all of these agencies except 
the Department of the Air Force which has its real estate 
functions performed for it by the United States Army Corps 
of Engineers. 


The agencies were asked to respond to 12 specific 
requests for information. A list of these 12 requests and 
the responses received by the Commission from each agency 
are set forth in Appendix D. The replies submitted vary 
considerably in detail. Some of the agencies did not 
respond to all of the requests for information. This was 
particularly true of agencies that do not engage extensively 
in real estate transactions. 


In the first part of this chapter the responses to 
eleven of these twelve "questions" are summarized and 
discussed in very general terms. 1/ After that, a more 
extensive analysis is made of the responses from the seven 
agencies specifically covered in Chapter 2, namely the 
Bureau of Land Management, National Park Service, Fish and 
Wildiife Service, Bureau of Reclamation and Bureau of 
Outdoor Recreation, all of which are in the Department of 
the Interior, the Forest Service, and the Land and Natural 
Resources Division of the Department of Justice. 


In order to make some generalizations and draw some 
conclusions from the replies of the various Federal agencies, 
they have been arbitrarily categorized into major and minor 
reali estate oriented organizations. Those agencies which 
have a formal organizational structure for real estate 


1/ Question number 7 in Appendix D, which asked for infor- 
@ation on the grade and salary stxucture of the appraisal 
staffs of the various agencies, and the responses to it are 
not discussed in the first part of this chapter because that 
subject is outside the scope of thie study. 
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matters and are preparing in excess of 500 a 

; : raisals per 
year are considered as major real estate Brtenved aBenciee? 
oe amen which fit this category ranked in descending 
Order according to the number of appraisals t 
performing annually are: efoto 


1. Department of the Army (Corps of 
Engineers) 


2. National Park Service 

3. Bureau of Indian Affairs 

4. Fish and Wildlife Service 

5. Tennessee Valley Authority 

6. Bureau of Reclamation 

7. Bonneville Power Administration 

8. Forest Service 

9. General Services Administration 
10. Department of the Navy 
11. Bureau of Land Management 2/ 


The remaining Federal agencies, all of which have less 
than 500 appraisals per year, will be considered minor real 
estate oriented agencies. Mention should be made of the fact 
that some of these so-called minor agencies have most or all 
of their real estate work performed by other Federal agencies. 
The Corps of Engineers performs most of the real estate work 
for the National Aeronautics and Space Administration, while 
the General Services Administration performs similar functions 
for the Atomic Energy Cctzaission, the Public Health Service 
and the Department of Commerce. 


There is one Federal agency, the Land and Natural 
Resources Division of the Department of Justice, that does 
not readily fit into this arbitrary classification of major 
and minor real estate oriented agencies. Its appraisal 
activities are umigque in that it is primarily concerned with 
the acquisition of land through condemnation proceedings. 


@/ In its answer to the questionnaire the Bureau of Land 
Management submitted no figures on the number of appraisals it 
performs each year. However, by iatter dated January 8, 197¢ 
the Solicitor of the Department of the interior informed the ; 
chairman of the Public Land Law Review Commission that the 
estimated number of BLM appraisals in Fiscal Year 1967 was 6778. 


“E22~ 


The Land and Natural Resources Division serves a staff 
function for the other agencies in land acquisition and 
becomes involved in a significant number of appraisals 

each year in its condemnation actions. However, it does 
not, on its own, make many appraisals. It is one of the 
agencies which is discussed in further detail in the latter 
part of this chapter. 


A. Summary and Analysis of All Agency Replies 
To Commission Questionnaire 


Each of the Commission's requests for information is 
set forth below followed by a summary of the most signifi- 
cant aspects of the replies submitted by the various 
agencies. Where possible some generalizations have been 
made. The actual replies received by all of the agencies, 
which furnish the basis for these comments, are reproduced 
in Appendix D. 


1. Organization, Supervision and Review of Appraisals 


The Commission asked each agency for: 


A general description of organizational 
placement of those performing the 
appraisal function together with a brief 
statement of how the appraisal function 
is administratively performed and super- 
vised, including procedures for review 
of appraisals. 


a. Organization 


The major real estate agencies generally have one or 
more "branch offices" in addition to their headquarters 
which are usually in Washington. The number of branch 
offices making appraisals varies considerably from agency 
to agency with the Bureau of Land Management having the 
most, sixty-four. Also, the number of such offices may 
vary in an agency from time to time, depending on whether 
there are temporary field offices located within a project 
area, as is sometimes the case with the Corps of Engineers, 
Bureau of Reclamation and Fish and Wildlife Service. 


Most of the major real estate agencies have regional 
offices which organizationally are between the branch or 
‘field offices and the headquarters office. These offices 
normally handle an area covering several states. 


One distinction in organization that should be noted 
is the different duties assigned to the persons performing 
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appraisals in the various agencies. In those agencies 

where land acquisition is the primary real estate activity, 
the appraisals are normally done by persons who work full 
time at appraising. This is the case in the Corps of 
Engineers, National Park Service and Bureau of Reclamation 
which are all primarily acquisition agencies. In those 
agencies oriented to other types of real estate activities, 
such as land management, where acquisition plays a less 
Significant part of the overall program, the persons per- 
forming appraisals frequently have other responsibilities 
and are not necessarily specifically trained for or entirely 
oriented to appraisal work. This situation applies in the 
Bureau of Land Management, Fish and Wildlife Service, Forest 
Service and a few of the minor real estate agencies. 


b. Supervision and Review 


The primary supervision and review function of the 
Major agencies is normally located within the regional or 
division offices and, with some limitations, appraisal work 
for the agency is normally initiated at this level. Some 
supervisory activity may also be carried on at a lower level. 
However, generally there is a responsible appraisal officer 
located in the regional or divisional office of the major 
real estate agencies who is responsible for all appraisal 
functions within his area, including review, and to whom is 
delegated certain authority to approve appraisals. There 
is considerable variation as to how the supervisory and 
reviewing appraisers carry Out:itheir responsibilities. Some 
agencies have extensive forms and require detailed written ~ 
comments on each appraisal review, while in other agencies 
only a memorandum stating that the appraisal meets technical 
requirements of the agency is necessary. In the minor 
agencies which do not have appraisal staffs and only limited 
appraisal activity, the supervision of appraisals is fre- 
quently accomplished by administrative personnel. These 
people would not be classed as appraisers. 


There is also variation in the amount of authority 
delegated to regional or district offices. In the Corps of 
Engineers the division engineer is authorized to approve 
and accept appraisals up to $100,000. Any appraisal above 
this limit must be submitted to the office of the Chief 
Engineer in Washington. In the Bureau of Land Management 
the reviewing appraiser at the state level has authority 
to approve appraisals up to $250,000 and appraisals above 
this amount must be submitted to the Secretary of the 
Interior's office for approval. 
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2. The Qualifications, Selection and Training of Appraisers 


The Commission asked each agency for: 


A general description of qualifications 
for staff appraisers, including review- 
ing appraisers, and how they are chosen 
and trained. 


The minor real estate agencies usually do not employ 
full-time staff appraisers. The major real estate agencies 
indicate that they normally select staff appraisers in 
accordance with civil service rules and regulations. They 
‘ake reference in their answer to requirements of four years 
of college training or appraisal experience. Some of the 
agencies have additional requirements such as the £ollowing 
examples: 


Forest Service - College degree plus 
Courses I and II of the American 
Institute of Real Estate Appraisers 
and a background in forestry or 
engineering. 


Bonneville Power Administration - Five 
years appraisal experience plus a 
background in forestry, soils or 
range conservation. 


Department of the Army (Corps of Engineers) - 
Three years of college plus two years 
appraisal experience. 


Department of Justice, Land and Natural 

Resources Division - College degree plus 
five years appraisal experience with 
membership in a professional appraisal 
organization such as the American 
Institute of Real Estate Appraisers, 
Society of Real Estate Appraisers or 
American Society of Appraisers. 


General Services Administration - College 
degree plus five years appraisal 
experience. 


The information supplied by the various agencies on 
the method of selecting review appraisers is extremely 
brief. Apparently the primary consideration is that the 
review appraiser be more experienced and qualified than 
the staff appraiser. Some of the agencies have formal 


~124- 


requirements such as a specified number of years of appraisal 
experience as a prerequisite to being a review appraiser, 
Generally those agencies employing relatively large appraisal 
staffs attempt to select or promote review appraisers from 
their staffs.’ 


All of the agencies employing appraisal staffs reported 
that they have some type of on-the-job training, but the 
details supplied on the nature of this training are very 
limited. Several agencies stated that they make use of non- 
governmental training courses such as those put on by the 
American Institute of Real Estate Appraisers, the Society of 
Real Estate Appraisers and the American Society of Farm 
Managers and Rural Appraisers. Also, in one instance, (the 
Bureau of Land Management) seminar programs are conducted by 
agency personnel. There do not appear to be any centralized, 
Standardized appraisal training programs for the entire 
Federal service. 


3c eecthe Purposes For Which Appraisals Have Been Made 


The Commission asked each agency for: 


A general description of the purposes 
for which appraisals have been made 
during the past three years, including 
a general characterization of the type 
of lands, resources, buildings, and 
other improvements appraised. 


A summary of the purposes of appraisals made by various 
agencies and the types of property being appraised is 
presented in tabular form on Table 4 on Page 126. The 
numbers under the heading "Purpose of Appraisal" refer to 
the following six purposes: 


l. To determine market value for acquisition. 


2. To determine rental value for leases, 
easements and office space. 


3. To determine market value for sale or 
exchange. 


4. To determine the value of surplus improve- 
ments. 


5. To determine the value for matching fund 
programs. 


6. Special reports or purposes. 
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Table 4 | 


: ) The numbers under the heading "Type of Property" refer 
PURPOSE OF APPRAISALS AND TYPES OF to the following types of properties appraised: 
FEDERAL AGENCIES ; sacs 
AEE Be ee ee ee eee ee 1. Appraisal activity in all classes of 
real estate. 
TYPE OF ; : y 
Purpose of Appraisal PROPERTY 2. Primarily rural properties. 
AGENCY er TO : 5 A 
a NR tn et tn ent nea 3. Primarily recreational properties. 
j iene ies 
ee jor bee beeatete. Agencies 4. The Use of Staff Versus Contract Appraisers 
Lromy EKG Ke a 
Pepe, OF - the” Army = The Commission asked each agency for: 
- . x Xx 
UES ES Se e681 A general description of administrative 
Bureau of Indian Affairs xX xX X Xx policy and procedures for determining 
e which, if any, appraisals will be 
. Pia * x SEOs X accomplished by the staff and which by 
Beret et eeanet Vale someone other than a staff appraiser 
Tennessee Valley Authority X X either by contract or otherwise. 
° x X Those agencies employing full time appraisal staffs 
pureay of beciametion tend to use their staffs rather than contract appraisers for 
14 dministration x x their normal operations. Except where the appraéisal function 
Hepoeyitloprowar 2omin | is performed by another governmental agency, the minor real 
: Xx xX X estate agencies must, of necessity, utilize independent 
Faxes’ Service ) appraisers. The Land and Natural Resources Division of the 
P inistration X Xx | Department of Justice, because of the specialized nature of 
Benerel Services. semtnt | its appraisal function, is more frequently involved with the 
Mose X use of independent appraisers than most other agencies. It 
Pept. of the Navy does, however, utilize staff appraisers of other agencies 
Bureau of Land Management Xx xX in some situations and uses its own staff for review purposes. 
* The most frequent use of independent appraisers by 
Ss 
peer beat hs tere pecocie agencies having their own occurs when it appears probable 
reation X eee that condemnation proceedings will be necessary. Other 
Poresn of Outdoox Rec reasons frequently given for hiring independent appraisers 
' ly! X involve situations presenting difficult or unique appraisal 
U, 5. pest Guard. 2. problems and instances where the work load of the agency is 
dministration xX Xx xX too great to be handled by the existing staff. Some agencies 
eee Ay ts Pion” hcmint : also tend to favor independent appraisers when high valued 
A inistration X properties are involved, there are controversial matters, or 
Becerel Highway Admini local or specialized circumstances make it more desirable 
Land & Natural Resources Div. Xx X to use an independent appraiser rather than staff personnel. 
NASA x x ba 5. The Selection of Independent Appraisers 
International Boundary and The Commission asked each agency for: 
r Comm ».4 Xx 
Water Commission A general description of how nonstaff 
) appraisers are selected, including a 
Property is usually waterfront location of all classes. 
ote -127- 


statement, if any, of qualifications 
prescribed for such selection, whether 
a list is maintained of qualified 
"outside" appraisers and, if so, the 
means by which an appraiser may be 
placed on the list, including whether 
procedures exist to permit appraisers 
to apply therefor. 


When it becomes necessary or desirable to utilize an 
independent appraiser, the selection is usually made off a 
list of qualified appraisers maintained by the particular 
agency involved. In making the selection, most of the 
agencies give consideration to the appraiser's technical 
ability, court experience and qualifications to perform the 
particular appraisal assignment. When condemnation proceed- 
ings appear likely, most of the agencies normally consult 
the United States Attorney likely to handle the case or the 
Land and Natural Resources Division of the Department of 
Justice before selecting an independent appraiser. 


There is no central list of qualified appraisers 
maintained for all Federal agencies. Rather, each agency 
establishes its own list according to criteria determined ; 
by that agency. In considering the qualifications of an 
independent appraiser, one of the most frequently cited 
preferences is that he be a member of a professional organi- 
zation such as the American Institute of Real Estate 
Appraisers, the Society of Real Estate Appraisers, the 
American Society of Appraisers or the American Society of 
Farm Managers and Rural Appraisers. . 


6. Differences in Practices For Various Kinds of Appraisals 


The Commission asked each agency for: 


A general statement as to whether 
different practices, procedures, or 
policies are utilized concerning 

any of the above factors relative to 
different categories of land and land 
transactions, and specifically 
whether the same procedures apply to 
(a) acquisitions, exchanges, or dis- 
posals; and (b) the valuation for any 
purpose of federally owned property 
or interest therein as compared with 
valuation of other publicly owned or 
privately owned property and interest 
therein. 
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Except in a few minor instances, all of the agencies 
that responded to this request stated that they follow the 
same practices, procedures and policies for all appraisals 
regardless of whether the appraisal is made for an acquisi- 
tion, exchange or disposal. The Bureau of Land Management 
said in certain low valued right-of-way transactions, a 
"bench mark" type of appraisal was used. Presumably this 
means that basic valuations are established for certain 
types of land and all other similarly situated lands are 
valued in relationship to the "bench mark" properties. 


The Bureau of Outdoor Recreation stated that in valua- 
tions of less than $25,000 a shorter appraisal report format 
is used than in higher valued property ard in valuations of 
less than $1,000, a statement of value is utilized as 
opposed to a formal appraisal report. 


The Bonneville Power Administration said that in trans- 
actions for rights-of-way over federally owned land, only 
the value of forest products is considered. ; 


7. Statistics On Appraisals During The Last Three Years 


The Commission staff asked each agency for: 


The number of appraisals prepared by or 
for the agency involved during each of 

the last three years broken down to show 
the types of appraisals involved, the ~ 
kinds of lands appraised, the number 
accomplished by staff appraisers, by 
"outside" appraisers, and the range or 
magnitude of values involved in appraisals. 


Only partial responses were received to this reguest. 
Even the major real estate agencies failed to submit 
complete answers. The most complete information submitted 


‘was that regarding the number of appraisals prepared over 


the past three years. The only agencies which submitted 
any detailed information as to the types of property 
appraised were the National Park Service and the Inter- 
national Boundary and Water Commission. The balance of the 
agencies merely stated that they were dealing with rural 
type properties, recreation properties, etc., but gave no 
specific breakdown as to the number of appraisals for each 
class of property. 


The information on the range and magnitude of values 
involved in appraisals was given by a number of agencies. 
Those responding generally stated the minimum and maxigum 
amounts, but it is not clear whether the maximums 
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represent the amounts for single parcel appraisals or the 
total value for several properties covered by one appraisal 
report. Also, there is no way of knowing whether the pre- 
ponderance of an agency's appraisals tended to be towards 
the minimum on the maximum figure or spaced evenly through- 
out the range. 


The statistics on the number of appraisals during the 
past three years by staff and fee or contract appraisers 
is given in Table 5 on page 131. 


The figures show that during the past three years 
almost 180,000 appraisals were made by the agencies that 
furnished information on appraisals. This figure does not 
include any appraisals made by the Bureau of Land Management 
because it did not furnish any figures on its appraisals. 

It is apparent from this table that the Majority of the 
appraisal activity is done by Department of the Interior 
agencies (National Park Service, Bureau of Indian Affairs, 
Fish and Wildlife Service, Bureau of Reclamation, and 
Bonneville Power Administration) and the Corps of Engineers. 
Of these 180,000 appraisals, approximately 162,500 were 
prepared by the Department of the Interior agencies and the 
Corps of Engineers, with the latter being responsible for 
77,000. After the Corps and Department of the Interior, 

the next agency in order of appraisal volume is the Tennessee 
Valley Authority which reported 8,200 appraisals over the 
last three years, followed by the Forest Service with 5,800. 


8. The Magnitude of Values For Appraisals In 1968 = 


The Commission asked each agency for: 


A description of the magnitude of values 
covered by all appraisals for fiscal 
year 1968, including, where available, 
total cost of acquisition and receipts 
from disposition of property for which 
appraisals were made. 


Again, only partial responses were received from even 
the major real estate agencies. One of the purposes of 
this request for information was to show some comparison 
between the appraised values and the actual cost of 
acquisitions and receipts from dispositions of property. 
However, the information received from the various agencies 
generally was not submitted in a form that makes such a 
comparison possible. This is so because the information 
provided shows totals for all appraisals, all acquisitions 
and all disposals, with the appraisals not being broken 
down between those for acquisitions and for disposals. 


FOR VARIGUS FEDERAL AGENCIES, 1966, 1967 AMD 1968 
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1967 : 1968 
Staff Fee Total Staff Fee Total 


1966 
Staff Fee Total 


Agency 1/ 
Dept. of the Army 


22942 


No Ans. 


27252 


No Ans. 


26839 


No Ans. 


12528 3526 16054 


8442 2063 10505 


2786 
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Wational Park Service 
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Bureau of Indian Affairs 
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Pish & Wildlife Service 
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Forest Service 


1985 


1851: 134 


293 1962 


1929 1669 


1781 148 


1473 


1178 295 


No Ans. 


No Ans. 


General Services Adm. 


51 399 


348 


62 597 316 34 350 


535 


Dept. of the Navy 


U. S. Coast Guard 2/ 


49 None 19 19 


10 


39 


13 13 


None 


10 


8 


30 


16 


International Boundary 
and Water Commission 


30994 3494 61740 


3462 52288 


21987 


Totals 


aa 
eee 


reported 92 staff and 65 fee appraisals in last three 


FA 


Federal Aernautics Administration 


Vederal Communications Commission reported only one appraisal in last three years. 


Figures are for years 1967, 1968 and 1969. Coast Guard 
x Recerateeatvincs Losticeeetion uard report includes 39 appraisals done 


Nevertheless, the information received from those agencies ; 
answering this request is tabulated in Table 6 on Page 133. y 
It cannot be determined from this information whether all | 

the property appraised was actually acquired or disposed of. 

In order for such information to be useful, the amounts spent 

on acquisitions or received from dispositions of land would 

have to be compared to the appraised values for the specific 

properties actually acquired or disposed of. 


9. The Magnitude of Value of Transactions Accomplished 
Without Any Appraisal 


The Commission asked each agency for: 


A description of the magnitude of value, 
if any, involved in transactions for 
which no appraisals were made. 


This request for information apparently was ambiguous. 
If no appraisals are made, it would be difficult to ascertain 
the magnitude of value involved in a particular transaction. 
Apparently, most of the agencies interpreted this to be a 
request for information on whether there are instances 
where no appraisals are prepared. If this is the assumed 
interpretation, the replies submitted are meaningful. 


All but five agencies responded to the question, and ) 
of the 20 replying, all but four stated directly or impliedly 
that appraisals are made in all instances involving real 
estate transactions. The four agencies and their exceptions 
are as follows: The Bureau of Land Management responded by 
Saying that leases and sales of land to state governments 
under the Recreation and Public Purposes Act 3/ are made 
without formal appraisals. However, it gave no information 
as to what might be the magnitude of value involved in 
such transactions. The Bureau of Indian Affairs indicated 
that in certain lease transactions appraisals are not made, 
but also gave no indication of the magnitude of values 
involved. The Coast Guard stated that it purchased a piece 
of property from an urban renewal project for $93,500 with- 
out an appraisal. The General Services Administration 
emphasized that it requires appraisals in all acquisition 
cases but it provides for the sale of surplus property 
without an appraisal if the value of such property is under 
$10,000. The GSA did not make clear who determines if the 
property is worth less than $10,000 or in what manner that 
determination is made. It would seem that some form of 
appraisal or value judgment has to be made by someone in 
order to know whether the property is worth more or less 


than $10,000. 
3/ Act of June 14, 1926, ch. 578, 68 Stat. 174, as amended } 


F.U.S.C. §§ 869 to 869-4 (1964). 


TABLE 6 


MAGNITUDE OF VALUE ESTIMATES, ACQUISITIONS AND DISPOSALS 
Te ee END NY DISPOSALS 


FOR VARIOUS FEDERAL AGENCIES FOR 1968 
EN SS FOR L708 


Total Value 
of 


Agency Appraisals 


Total Cost 
of Property 
Acquired 


Total Amount 


Received on 


Surplus Sales 


a racers ces ie ce can cl eee od 


Dept. of the Army $ 45,358,219, 


Bureau of Indian Affairs 27,548,449. 
Fish & Wildlife Service 59,490,071. 

' Tennessee Valley Authority No Ans. 
Bureau of Reclamation No Ans. 
Bonneville Power Adm. 5,040,218. 
Forest Service 100,000,000. 
General Services Adm. 408,323,628. 
NASA 3,022,123. 
Int. Boundary & Water Com. §36,944, 
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$49,804,203. 


Not Avail. 
11,259,000. 
23,582,341. 
11,349,759. 

5,018,339. 

No Ans. 
11,832,628. 

No Ans. 


667,074. 


$ 998,000. 
Not Avail. 
85,380. 
150,085. 
292,462. 
162,141. 

No Ans. 
77,953,700. 

No Ans. 


None 


10. The Relationship Between Appraised Value and | acquisition cost for land being acquired. é 

Regge eee tars Clapece! Becetots; ) llowever, pursuant to the provisions of certain 

: laws, which have been cited in Chapter 2, it 

sometimes disposes of land at less than the 
appraised value. It cited instances of dis- 
posals under the Recreation and Public Purposes 
Act 4/ where the price received was substan- 
tially less than the appraisal and an instance 
of a disposal under the Color of Title Act 5/ 
where the value estimate was $8,000 and the _ 
price received was $800. 


The Commission asked each agency for: 


A general discussion of the relation- 
ship between appraised values and 
acquisition cost or price received 
for sale or lease with a few examples 
of instances where there was a wide 
variance between the appraisal and 
either the cost or receipts. 
National Park Services - The Park Service 
Thirteen agencies submitted informative answers to stated that its acquisitions are based on 
this request. The replies of other agencies were either negotiations and that the appraisal is recognized 
that they had no such information or their answers were as being an estimate of value with which a land- 
too vague to permit meaningful comment. The responses owner might disagree. Negotiating latitude is 


generally stated that transactions are concluded within a permitted but the suboffices of the services 

narrow percentage range of the value estimate. Statements may not offer more than 10% above the appraisal 

as to the relationship between the value estimate and the unless specifically authorized by the Chief of 

transaction price contain such wording as “usually made at the Division of Land Acquisition. 

market value" and "no great variation from appraisals". . 

Only four agencies gave examples of variations, two showing Fish_and Wildlife Service - Most acquisitions 
‘£3 : : i of this agency, according to its reply, are 


specific figures and two showing total figures. 
Made within one to two percent of the approved 


Five agencies said that in acquisitions some flexi- appraisals. The service stated that the only 
bility to deviate from the appraised value is permitted. time wide variation occurs is when the matter 
The range of flexibility is generally limited to a stated ) proceeds through condemnation. 


percentage of the appraised value. From interviews of ’ 
Bureau of Reclamation - The Bureau stated that 


personnel in some of the responding agencies the impression ‘ 
was obtained that higher settlements were frequently made it starts ail negotiations at no lower than the 
approved appraised value and in a number of 


in acquisition cases when the matter was referred to the 3 ; 
Department of Justice for condemnation proceedings. The instances, acquires a property at a sum in excess 
response given by the General Services Administration to of the appraised valuation. 

this request for information indicates that Justice has 
settled cases at eighteen to twenty percent above the 
appraisal figure. ; 


Bonneville Power Administration - The response 
states that 4% of acquisitions are made above 


the appraised value. 
An analysis of the responses to this request for 


information leads to the conclusion that most agencies use Forest Service - The Forest Service replied that 
the appraised value as the basis for their transactions but most of its activities involve situations where 
usually provide some latitude to deviate from this figure. the Service is not compelled to act. That is, 
The following summary of the responses of some of the the Service is presented with an opportunity to 
agencies illustrates the varying philosophies being followed exchange or acquire lands, but it does not have 
and gives some examples of variances between appraised value to complete the transaction. It claims that the 
and the price paid or received. values of the lands it receives in an exchange 
often exceed the value of the land it gives to 
Bureau of Land Management - The BLM stated the private party. 

that the falr market value as estimated 

through appraisals is the price generally 

received for property sold or leased and the _4/ id. 

) _5/ Act of December 22, 1928, ch. 47, 45 Stat. 1069, as 


amended 43 U.S.C. §§ 1068- 1068b (1964). 
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Department of the Army (Corps of Engineers) - 
The Corps' response gave figures for fiscal 
1968 indicating an approximate ten percent 
increase in acquisition costs over appraised 
values. 


General Services Administration - The GSA replied 
that a latitude of ten percent above the market 
value estimate is allowed for settlement and settle- 
ments above this figure are occasionally made by 
the Department of Justice in the process of condem- 
nation proceedings. It also set forth figures on 
disposal transactions showing the prices received 
were eight percent in excess of the appraised value. 


National Aeronautics and Space Administration - 
This agency requires three appraisals on each | 
parcel to be acquired and the value approved is 
usually selected from the most representative of 
the three. There is some variation in the settle- 
ment price in relation to the approved value, but 
it is never higher than the highest of the three 
appraisals. 


International Boundary and Water Commission et 
Usually the settlements of this agency are within 


two to three percent of the appraised value. 


11. The Statutes Requiring a Determination of Value 


The last thing the Commission asked each agency for 
was: 


A statement identifying the statutes and 
regulations which, in the opinion of the 
agency involved, require that a deter- 
mination of value be made either by 
appraisal or otherwise. 


Those statutes identified by the agencies which are 
of major importance have been covered in Chapter 2. 


B. Appraisal Procedures of Selected Agencies 


@ appraisal procedures of the Forest Service, the 
Tanee” 3s Ratural peccareee Division of the Department of 
Justice and the five Department of the Interior agencies 
(gureau of Land Management, National Park Service, Fish and 
Wildlife Service, Bureau of Reclamation and Bureau of 
Gutdoor Recreation) as described in their answers to ae 
Commission's questionnaire, their appraisal manuals an 


~136- 


other printed material have been analyzed more extensively 
than those of the other 17 agencies that replied to the 
questionnaire. Much of the material in the Forest Service 
Manual, the Department of Justice's "A Procedural Guide for 
the Acquisition of Real Property by Governmental Agencies" 
and the Department of the Interior's handbook suppiement 
“Appraisal of Real Property" has already been covered in 
Chapter 2 and will not be repeated here, but further refer+ 
ences will be made to these publications. 


1. Department of the Interior Agencies 


Each of the five Department of the Interior agencies 
is required to follow departmental policies and, therefore, 
is expected to comply with the provisions of the Department's 
handbook supplement "Appraisal of Real Propery." Four of the 
five agencies were included in our classification of major 
real estate oriented agencies earlier in this chapter.. The 
only one that was not is the Bureau of Outdoor Recreation. 
As shown on Table 4 on page 126, three of them, the National 
Park Service, the Fish and Wildlife Service and the Bureau 
of Reclamation are involved in appraising lands for acquisi- 
tion, while two of them, the Bureau of Land Management and 
the Fish and Wildlife Service are involved extensively in 
appraising for sales or exchanges. The Bureau of Land 
Management is also involved in appraising for leases and 
easements, while the Fish and Wildlife Service makes 
appraisals of surplus improvements and the Bureau of Outdoor 
Recreation has to make appraisals for matching fund programs. 


While all of these five agencies are required to follow 
the Department's handbook, in many places the handbook does 
not prescribe rigid rules, but permits flexibility. For 
instance, it gives three definitions of market value. 6/ 
One of these definitions states that market value is the 
"highest price" which the property will bring if exposed 
for sale. This is similar to the California definition of 
market value as mentioned in Chapter 3. The other two 
definitions do not include this "highest price" concept. 
Consequently, there is no apparent departmental policy with 
regard to the "highest price" concept, and the agencies within 
the Department are free to adopt or reject that concept, at 
least until condemnation is commenced and the services of 
the United States Attorney are utilized for acquiring land. 


6/ Department of the interior, Handbook Supplement to 
Departmental Manual, Part 602, Appraisal of Real Property at 
2 AT jis 
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Another example of the flexibility permitted by the 
Department is the provision in the handbook which states 
"The Department has no requirement for any standard form 
of appraisal report." 7/ 


Although the Department does have its handbook on 
appraising, there is no centralization of the appraisal 
function within the Department and no departmental in-service 
training programs for appraisers. Each agency has its own 
appraisal staff and is responsible for its own training. 

Some of the variations between the agencies are indicated 
by their responses to the Commission's questionnaire. 


a. Bureau of Land Management pes 
(1) Organization 


As stated earlier, the BLM has sixty four district 
offices in which one or more persons make appraisals. The 
appraising personnel in the district offices are supervised 
by the managers of those offices, who are not necessarily 
appraisers. Technical supervision for appraisal work is also 
provided by eleven state offices. All appraisals are 
required to be reviewed and those involving values of $250,000 
or more must be submitted to the Secretary of the Interior's 
office for approval.’ 


The staff appraisers are generally realty specialists 
or college graduates. Some of the appraisal work, parti- 
cularly that involving the acquisition of easements in the 
State of Oregon is done by graduate foresters. On the job 
training is given to the new employees by the more experienced 
personnel and employees are also sent to training course 
conducted by the American Institute of Real Estate Appraisers 
and other professional organizations. Review appraisers are 
selected by promotion from the Bureau's staff. As of 
January 1, 1969, the BLM had 119 employees involved in real 
estate appraisal work and these were in grades GS-7 to 
GS-13 


(2) Use of Contract Appraisers 


Most BLM appraisals are made by staff personnel but 
contract appraisers are used, generally for condemnation cases 


alf Id. at 3, 


8/ This section is based in part on the Bureau of Land 
Management's reply to the Commission's questionnaire. For 
the full text of the Bureau's reply see Appendix D at D-4 
to D-9. 
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or where there are high values or Bnique situations. Contract 
appraisers are selected on the basis of technical ability 

for the type of property to be appraised, with those holding 
membership in one of the recognized professional organiza- 
tions being preferred. In western Oregon a list of qualified 
appraisers is maintained but such lists are not maintained 

in other field offices. BLM does consult the United States 
Attorney's office before hiring a contract appraiser if con- 
demnation is likely to be necessary. 


(3) Furpose and Use of Appraisals 


The purpose of BLM appraisals is to estimate fair 
market value. As it is primarily involved in sales and 
exchanges, rather than acquisitions, the appraisals generally 
are to determine the minimum price acceptable for lands to be 
disposed of and to see that in exchanges the value of 
selected Federal land does not exceed the value of offered 
private land. Most of the BLM appraisals involve unimproved 
rural property, with much of the land suitable for grazing 
or timber production. Generally, BLM favors the market data 
approach in making appraisals. Its manual states that the 
cost approach is to be used only when the value of improve- 
ments is at least ten percent of the total property value 
and that with regard to the income approach the appraiser 
is to give an estimate of what a buyer could afford to pay 
for the property for income purposes considering all other 
types of investments he could make and disregarding any 
future appreciation or depreciation of the value of the 
property in question. 9/ 


BLM does not use different practices for appraising 
different categories of land "except for low value rights~ 
of way where benchmark appraisals are made to establish the 
maximum size rights of way that will fall below the minimum 
rental called for in the regulations." 10/ 


Appraisals of easements to be acquired by BLM are 
intended to be used as a guide for negotiators. BLM's 
responses to the Commission's questions do not indicate 
whether it permits its negotiators to agree to Pay a price ' 
above the appraised value, and if so how much discretion is 
delegated to the negotiator. 


9/ Bureau of Land Management Manual § 9322.21 I. and J. 
(February 18, 1566). 


10/ See Appendix D at D-5. 
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(4) Appraisal Reports and Review 


In its manual BLM prescribes in detail what its 
appraisal reports must contain. ll/ These requirements are 
set forth in Appendix E. 


As stated in Chapter 2, BLM uses a standard form for 
reporting appraisal reviews. i2/ Its manual provides that 
in districts with two or more appraisers the senior man may 
be designated by the state director to review appraisals 
made by others in the district and that ali appraisals are 
reviewed oy a member of the state office who is “technically 
qualified and competent to pass judgment on the appraisal 
reports and estimates of value." 13/ If the report is 
technically adequate it is forwarded to the classification 
officer for further action, but if it is inadequate it is 
returned along with the appraisal review form to the appraiser 
for appropriate action. The manual further provides "an 
oral discussion using the completed form as a guide, may be 
required." 14/ 


(5) Special Problems 


Many BLM appraisals are made in connection with dis- 
posals and some of the statutes involved require thatsspecial 
consideration be given to certain factors. For instance, in 
making appraisals under the Color of Title Act, 15/ considera- 
tion is to be given to "the equities” of the applicant. The 
failure of the statute to give any guidelines as to what 
are to be considered equities has already been discussed in 
Chapter 2. i6/ As mentioned there, the BLM has developed 
some guides through its administrative decisions as to what 
it will consider equities. However, these could be changed 
at any time by a new decision. Therefore, the appraiser 
really is furnished no adequate direetions as to what con- 
sideration he is to give to the “equities.” 


il/ Bureau of Land Management Manual § 9322 (February 18, 1966). 


i2/ See Appendix B for copy of this form. 


i3/ Bureau of Land Management Manual § 9313 (February 18, 1966). 


14/ Ia. 


15/ Act of December 22, 1928, ch. 47, 45 Stat. 1070, as 
amended 43 U.S.C. §§ 1068~1068b (1964). 


16/ Supra at 88. 
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b. National Park Service 7A 


(1) Organization 


The National Park Service is primarily an acquisition 
agency, but utilizes both direct purchase of privately owned 
land as well as exchanges of public owned land to accomplish 
its acquisition program. The real estate branch of the 
agency, as it is presently constituted, is about three years 
old. The Service is engaged in two types of acquisitions, 
those for new facilities, such as new parks and national 
monuments, and the acquisition of private holdings within 
the boundaries of existing facilities. 


New area acquisitions are accomplished through two land 
acquisition offices which are located in service centers. 
The United States is divided into two parts, roughly at the 
Missouri River with one service center located in Washington 
and the other in San Francisco. There are ten project 
offices under the jurisdiction of these two land acquisition 
offices, with four of the project offices having permanent 
staff appraisers assigned to them. The other six obtain 
their appraisal personnel from one of the two land acquisi- 
tion offices. The acquisition of private holdings within 
the boundaries of existing parks is generally accomplished 
Oh an opportunity basis without resort to condemnation when- 
ever the property owner is willing te sell ata price 
acceptable to the Service. 


Because of its relatively small appraisal staff, the 
Park Service has contracted with the Corps of Engineers 
to have the latter do the acquisition work at two projects, 
the Delaware Water Gap National Recreation Area in 
Pennsylvania and New Jersey and the BiScayne National 
Monument in Florida. At the same time, the Park Service 
is performing certain appraisal functions for the Bureau of 
Outdoor Recreation with regard to grant-in-aid programs 
administered by that Bureau. 


Staff appraisers are required to have a minimum of 
three years acceptable experience as a practicing appraiser 
and should have a minimum of two years college. Review 
appreisers are required to have the same qualifications 
except for a minimum of five years experience. The total 


17/ This section is based on the National Park Service's 
reply to the Commission's questionnaire. For the full text 
of the Services reply see Appendix D at D-10 to D-20. 
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number of staff appraisers is twenty and they range in 
grades from GS-12 to GS-15. 


(2) Use of Contract Appraisers 


The Park Service indicates that it attempts to do all 
appraisal work with its own staff whenever possible but 
does hire contract appraisers for more difficult appraisals, 
for condemnation cases and when there may be some local 
objection to an appraisal made by a governmental employee. 
The statistics in Table 5 on page 131‘show that the Service 
has relied heavily on fee appraisers during the past three 
years, but the ratio of staff to fee appraisers has recently 
changed drastically in favor of using staff appraisers. 
When fee appraisers are used they are selected on the basis 
of their qualifications and availability. Lists of qualified 


appraisers are generally prepared and an estimate of potential 


costs is made. Interested contractors are invited to submit 
estimates and the final selection is based on the best avail- 
able person whose charges appear reasonable. Each contract 
.appraiser is cleared with the local United States Attorney 
prior to employment. 


(3) Purpose and Use of Appraisals 


As indicated earlier, the appraisals made by the Park 
Service usually involve acquisitions, either for new projects 
or of private holdings within an existing facility. All 
appraisals are to be prepared in the same manner regardless 
of the purpose for which they will be used and all appraisals 
are to be at market value. No real estate transactions are 
made by the Service without a prior appraisal. 


The appraisals are used as a basis for negotiating 
with the landowner. The Service recognizes that appraisals 
are only an estimate of value and that the landowner may 
disagree with the estimate. The authority of project offices 
to offer in excess of the appraised value in negotiations 
is limited. Offers cannot exceed the appraised value by 
more than ten percent without the approval of the chief of 
the Division of Land Acquisition. 


(4) Appraisal Reports and Review 


In addition to the requirements of the Department of 
the Interior's handbook, the Park Service has its own 
specifications for appraisal reports. These generally follow 
the classic outline of an appraisal report. As to reviews, 
there is a delegation of authority down to the project 
offices to approve appraisal reports based on the monetary 
value of the property involved. Reports within a particular 


~142- 


project's approval authority are reviewed at the project. 
Reports involving greater values must be forwarded to a 
higher office. For new area acquisitions, each of the two 
land acquisition offices is delegated approval authority up 
to $200,000. This authority is subdelegated to project 
offices in amounts varying from $25,000 to $100,000 depending 
on the experience of the review appraiser in the project 
office. All appraisals showing values over $200,000 must be 
approved in the Division of Land Acquisition office in 
Washington. 


¢. Fish and Wildlife Service 18/ 


(1) Organization 


The Bureau of Sports Fisheries and Wildlife in the 
Fish and Wildlife Service had 51 staff appraisers in 
January 1969. This number included four regional review 
appraisers and a chief appraiser, with the staff ranked in 
grades from GS-5, which is an appraiser trainee, up to the 
chief appraiser at GS-14. Its staff appraisers are located 
in five regional offices with a regional review appraiser 
located in all but one of them. Staff appraisers are also 
located in nine field stations in the northern prairie 


states. 


Staff appraisers are selected from a civil service 
list or transferred from other Federal agencies. The 
Bureau's training program consists of on the job training 
and courses sponsored by the American Institute of Real 
Estate Appraisers. Course I, Basic Principles, Methods and 
Techniques of Real Estate Appraisals, is mandatory. 


(2) Use of Contract Appraisers 


Generally, the Bureau attempts to have its own staff 
perform all appraisals. However, in the case of complicated 
or controversial properties, a contract appraisal may be 
ordered. It also uses contract appraisers when land is to 
be acquired by condemnation, Table 5 on page 13] shows a 
minimum use of contract appraisers in the past three years. 
Contract appraisers are usually selected by the regional 
supervisor and in cases of condemnation they are selected 
upon recommendations of the local United States Attorney. 
The General Services Administration supplies the regions 
with lists of recommended contract appraisers. 


18/ This section is based on the reply of Fish and Wildlife 
Service's Bureau of Sport Fisheries and Wildlife to the 
Commission's questionnaire. For the full text of the reply 
see Appendix D at D-21 to D-26. 
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(3) Purpose and Use of Appraisals 


Most appraisals are made to estimate the value of 
properties to be acquired in fee by purchase or condemnation; 
to value easements such as water fowl production areas, 
flowage easements and road rights of way; to determine 
_rental rates for government buildings; and to value proper- 
ties to be exchanged for private lands. The Bureau indicates 
that its practices are uniform regardless of the purpose cf 
the appraisal and that market value estimates are to be 
Getermined in each case. All real estate transactions are 
to be supported by an appraisal. 


The Fish and Wildlife Service is currently engaged in 
two separate programs of acquisition. One deals with refuge 
locations and the other is in the so-called "wetlands" 
acquisition program. The procedure in each case varies to 
some extent. The general policy is to avoid condemnation. 
At the present time, the wetlands acquisition is being ac- 
complished completely by direct purchase, whereas only about 
seventy-five percent of the refuge acquisitions are by purchase 
with the remainder acquired by condemnation. The Service has 
some alternatives regarding wetlands acquisition in that it is 
not definitely committed to the purchase of any given piece of 
property. Usually, if it is not successful in its negotiations 
it can abandon that piece of property and try to acquire 
another. This. accounts for the fact that most land for this 
use is acquired by purchase and not by condemnation. 


In the case of refuge land appraisals, the value 
estimate must be submitted to the Migratory Bird Conservation 
‘Committee, which fixes the price that may be paid for the 
land. 19/ If it becomes apparent during negotiations that 
a.settlement cannot be reached at this price, the property 
is generally reappraised and a new value estimate submitted 
to the Commission for its further consideration and approval. 


The Bureau reports that its acquisition costs in most 
cases are within one to two percent of the approved appraisals. 
However, when the Bureau is disposing of excess improvements 
on land acquired by it, it has found that the bids fluctuate 
widely from the appraised values. These improvements consist 
of residences and other buildings which the Bureau wants 
removed so the land can be devoted to fish and wildiife pur- 
poses. The correlation between bids and appraisals varies 
depending upon the demand for the particular type of improve- 
ment. The Bureau attributes this fact to the probability that 
most of the improvements to be disposed of have a market 


19/ Act of February 16, 1929, ch. 257, § 2, 45 Stat. 1222, 


as amended 16 U.S.C. 7i5a (Supp. IV, 1968). 
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limited usually to neighboring owners. 


(4) Appraisal Reports and Review 


Apparently, Bureau reports are prepared in conformance 
with the requirements of the Department of the Interior's 
handbook. The regional review appraiser is responsible for 
the review and approval of all appraisals within his region. 
The chief appraiser does the final review on reports sub~ 
mitted to Washington and on controversial or complicated 
reports and at least once a year conducts a review and 
eee spct check of the appraisal function of each regional 
office. 


d. Bureau of Reclamation 20/ 


(1) Organization 


The Bureau of Reclamation's real estate activity 
primarily involves land acquisition for reclamation projects. 
Organizationally the Bureau is divided into seven regions in 
the seventeen western states. In each region the appraisal 
function is a part of the lands branch of the Division of 
Water and Land Operations except in the regional office in 
Sacramento, California, where the land acquisition and 
management function is established in a separate branch 
division. Appraisers are under the direct supervision of 
the regional supervisory appraiser who makes appraisal 
assignments baged on the priorities scheduled by the chief 
of the lands branch. The Bureau's chief appraiser is head- 
quartered in Denver. Lands to be acquired for a project 
are generally field reviewed by the chief of the lands 
branch, the regional supervisory appraiser and whenever 
possible, the chief appraiser. Appraisal personnel are 
expected to have sufficient education, training and experience 
to enable them to accomplish the appraisal work assigned 
to them. As of January 1969, the Bureau employed a total of 
30 staff appraisers ranging in grades from GS-9 to GS-13. 


(2) Use of Contract Appraisers 


The Bureau attempts to use staff appraisers whenever 
possible; but contract appraisers are employed when necessary 


20/ This section is based in part on the reply of the Bureau 
of Reclamation to the Commission's questionnaire. For the 
full text of the Bureau's reply see Appendix D at D-27 to De3l. 
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to supplement the regular appraisal staff, when appraisal 

of the property involved requires particular qualifications 
not available from the regular staff and when the Department 
of Justice requires a contract appraiser for court testimony. 
Contract appraisers are generally selected upon the recommen- 
dation of the United States Attorney and must be qualified 

to testify in Federal Court. Preference is given to members 
of the American Institute of Real Estate Appraisers. The 
Bureau does not maintain a formal list of contract appraisers. 


(3) Puxpose and Use of Appraisals 


For the most part, Bureau appraisals are made for the 
purpose of acquiring land for Bureau projects. Bureau 
appraisals are to be made on the basis of "the current market 
value in accordance with the rules that would govern the 
appraisal of the property were it to be taken by condemnation 
proceedings." 21/ It is thé Bureau's practice to estimate 
fair market value by using the comparable sales approach 
and where possible to check the estimate determined by this 
approach through the use of the income or cost approaches. 
The same appraisal techniques are used regardless of whether 
the appraisal is made for acquisition or disposition purposes. 


In response to the request for information by the 
Commission, the Bureau stated that no transactions for 
either acquisition or disposition are made without an appraisal. 
However, as indicated in Chapter 2, 22/ the Bureau's rules 
as set forth in its Reclamation Instructions provide that 
when it is in the interest of the United States, the regional 
director may waive the requirement for preparation of a 
formal appraisal report "where payment for the land or 
interests therein will not exceed $500 in any one transaction 
exclusive of crop or other damage payments. 23/ 


The Bureau states that it is its policy to enter into 
realistic negotiations with landowners looking towards the 
acquisition of the property at mutually agreeable prices. 
It further stated in reply to the Commission: 


21/ Bureau of Reclamation, Department of Interior, 
Reclamation Instructions § 211.1.2 (May 23, 1963). 


22/ Supra at 57-58. | 


23/ Bureau of Reclamation, Department of Interior, 


Reclamation Instructions § 211.1.2 (May 23, 1963). 
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In accordance with that policy, the 
Bureau of Reclamation starts negot- 
iations at not less than the appraised 
value and, in a number of instances, 
acquires the property at a sum in 

excess of the appraised valuation. 

The percentage of increase is in 

inverse ratio to the valuation. In 
other words, a property having an appraisal 
of $50 might be acquired for the sum of 
$500 if necessary to avoid condemnation. 
This would be 1,000 percent of the 
appraised valuation, but this would be 
deemed reasonable as the Department of 
Justice considers a minimum cost of 
$1,000 to initiate a condemnation action. 
On the other hand, a reasonable increase 
for a property appraised at $100,000 
probably would be in the range of no 
more than five or ten percent above the 
appraised valuation. 24/ 


With regard to dispositions of property, the Bureau 
stated that it never sold at less than the appraised value. 


(4) Appraisal Reports and Review 


The Bureau requires that appraisal reports be prepared 
in a standardized format and specifies the minimum standards 
of acceptability for its reports in its Reclamation Instruc- 


tions. 25/ 


As to reviews, all reports are to be reviewed by the 
regional supervisory appraiser and all reports submitted 
as part of a request for condemnation must be reviewed and 
approved by the chief appraiser prior to submission to the 
Department of Justice. 26/ 


(S) Special Problems 


The Bureau has a special appraisal function, that of 
appraising. so-called "excess lands" for purposes of the 


28/ See Appendix D at D-29. 


28/ Bureau of Reclamation, Department of Interior, 
Reclamation Instructions, § 212.0.15 (January 30, 1963). 


26/ Id. at § 2.12.0.16 (November 14, 1966). 
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recordable contract provisions of the Reclamation Law. 27/ 
This latter involves the setting of a value on all irrigable 
land within a reclamation project held in private ownership 
by any one owner in excess of 160 irrigable acres. The 
value to be determined, according to the statute, is the 
actual bona fide value of the property at the date of the 
appraisal “without reference to the proposed construction of 
the project." 28/ These are special types of appraisals and 
generally are not performed by the same personnel who are 
engaged in appraising properties for acquisition purposes. 


€. Bureau of Outdoor Recreation 29/ 


The Bureau of Outdoor Recreation administers the land 
and water conservation fund program which provides matching 
assistance to states for the acquisition of lands for out- 
door recreation. The amount of assistance is based on the 
fair market value of the property and an appraisal is 
required to provide as estimate of such value. However, the 
Bureau does not employ any personnel classified as appraisers. 
When it needs appraisal services, it requests the assistance 
of other Federal agencies. 


As the Bureau is not a land managing agency, its 
activities with regard to appraisals are generally not 
comparable to the other four agencies within the Department 
of the Interior and its responses to the Commission's 
requests for information are necessarily brief. 


2. Forest Service 30/ 


a. Organization 


The Forest Service has nine regional offices with 
several national forests in each region. The Chief of the 
Forest Service in Washington is responsible for establishing 
general land appraisal policies, setting appraisal standards 
and procedures and checking and approving appraisal values 
when they are over the amount delegated to the regional 
forester. The regional forester is responsible for program- 
ming the appraisal work within his region, establishing 


27/ Act of May 25, 1926, ch. 383, § 46, 44 Stat. 649, as 
amended 43 U.S.C. § 423e (1964). ; = 


28/ Ia. 


29/ See Appendix D at D-32 and D-33 for the Bureau's reply 


to the Commission's questionnaire. 


30/ This section is based in part on the reply of the Forest 
Service to the Commission's questionnaire. For the full text 
of the Service's reply see Appendix D at D-63 to D-71. 
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detailed standards and procedures, training appraisal 
personnel, reviewing and checking appraisal reports and 
approving appraised values within his delegated authority. 

The supervisor of each national forest is responsible for 
coordinating the appraisal within his forest, assigning 
appraisal jobs, checking appraisal reports and submitting 
reports substantiating the values. Below the forest super- 
visor is a district ranger who may be assigned the responsi-~ 
bility for conducting the appraisal and preparing the appraisal 
report. 


The Service's appraigal personnel are usually profes- 
sional foresters and engineers who have received some training 
in real estate valuation. The minimum requirements for 
appraisers are compietion of courses I and II of the American 
Institute of Real Estate Appraisers or equivalent education 
and experience. They are expected to have a bachelor's 
degree. : 


b. Use of Contract Appraisers 


Most of the Forest Service appraisals are prepared 
by its own staff, but it does use contract appraisers when 
valuing property of the kind not commonly handled by the 
Forest Service, such as urban property and valuable improve- 
ments. It also uses contract appraisers when condemnation 
will be necessary, if the United States Attorney handling 
the case is not willing to use the available staff appraiser 
as a witness. Fee appraisers are selected on the basis of 
their qualifications, past work for the Forest Service, 
recommendations of others who have employed them, interviews 
and recommendations by professional societies such as the 
American Institute of Real Estate Appraisers. Whenever 
condemnation is necessary, the selection of the fee appraiser 
is coordinated with the United States Attorney. 


c. Purpose and Use of Appraisals 


The Forest Service is not primarily a land acquisition 
agency, but is engaged in purchases, exchanges, donations, 
rights of way transactions, leases and permits. The purpose 
of its appraisals is to estimate fair market value according 
to the judicial concepts of that texm as established in the 
Federal courts. Formal written appraisals are required in all 
instances whether it be a purchase, exchange, donation, or 


right of way transaction. 


d. Appraisal Reports and Review 


All Forest Service appraisals are to be reported in a 
narrative form, as was discussed more fully in Chapter 2. 31/ 


sif Supra at 76. 
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All reports prepared by the district ranger are reviewed by 
the forest supervisor who is responsible for checking its 
adequacy and accuracy. This is the first appraisal review. 
Thereafter, the regional forester has responsibility for 
checking and reviewing reports which is the second review. 
If the values in a report exceed the regional forester's 
delegated authority, a third review is made in the Division 
of Lands Office at the Forest Service headquarters in 
Washington. 


e. Special Considerations 


As stated earlier, the Forest Service is engaged in 
exchanges as well as purchases of land. Generally, it is 
not compelled to acquire any specific tract or make a 
particular exchange. Both the Service and the private 
landowner are usually free to accept or reject each others 
offers. As shown in Chapter 2, the statutes require that 
the offered land to be obtained by the Forest Service in 
an exchange be at least equal in value to the selected land 
to be given to the private owner. In its responses to the 
Commission's questionnaire, the Service indicated that "The 
buffer in favor of the Government may run from five to ten 
percent, and occasionally it is higher." 32/ The Forest 
Service also said that when it acquires land from private 
parties "Normally, the appraised value is five to ten percent 
above the acquisition cost or offered price." 33/ 


No explanation was given as to why private landowners 
are seemingly willing to sell their rights of way to the 
Forest Service at less than the fair market value or make 
exchanges in which they give up more than they get. It should 
be noted that in an exchange, the Forest Service appraises 
both parcels, the selected land and the offered land, and the 
determination of the "buffer" in favor of the Government is 
based upon the Forest Service's appraisals and not upon the 
landowner's appraisals. Perhaps the landowner's appraisals 
indicate that the "buffer" is in his favor. 


3. Land and Natural Resources Division of the Department 
of Justice 347 


The Land and Natural Resources Bivision of the 
Department of Justice has a different function with 


32/ See Appendix D at D-68. 


33/ Id., as clarified by February 26, 1970 letter from Forest 
ervice Special Staff Assistant to the Director of the Public 
Land Law Review Commission. 


34/ This section is based in part on the reply of this Division 


the Commission's questionnaire. For the full text of the 
reply see Appendix D at D-95 to D-104. 
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regard to appraisals than the agencies heretofore discussed. 
It acts as a staff organization for the other departments 
and provides legal services for condemnation actions. Con- 
sequently, the Division does not prepare appraisals, but 
rather, reviews appraisals prepared either by the staffs of 
the agencies or by contract appraisers. The Division's 
appraisal review function consists of both desk analyses of 
appraisal reports and field analyses on the site. The 
appraisal section, which consists of a chief appraiser, an 
assistant chief and one other appraiser, also is responsible 
for reviewing the qualifications of appraisers who are being 
considered for contract work for condemnation cases. 


Because the appraisal staff within the division is 
engaged only in review work, it is composed of senior 
appraisers who have had extensive training and experience. 
Membership in one or more of the recognized professional 
appraisal societies is usually mandatory. Its appraisers 
are all at grades GS-14 or GS-15. 


The Division makes wide use of contract appraisers 
who are qualified to testify in the Federal courts. Approxi- 
mately ninety five percent of all appraisals contracted for 
are for acquisition purposes by other agencies. Generally, 
appraisals for the Division are performed by contract 
appraisers rather than by Government employees. However, 
when competent contract appraisers are not available, or 
when the uniqueness of the assignment makes it difficult 
to find the appropriate talent, Government appraisers will 
be used. This practice is in reverse of that followed by 
the other agencies. They all indicated they tend to use 
staff appraisers for the normal work and hire contract 
appraisers for the unique assignments. 


The Division maintains a list of available appraisers 
and selects its contract appraisers on the basis of their 
experience, reputation, professional standing and demon- 
strated expertise. With regard to this expertise, a 
directive of the Division states: 


Appraisers should be evaluated periodi- 
cally on the basis of their litigative 
success or failure; and no further use 
should be made of those whose appraisals 
have been repeatedly determiped to be 
either too liberal or too conservative. 35/ 


35/ Land and Natural Resources Division, Department of 
Justice, Directive 11-68 at 4 (November 22, 1968). 
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All appraisals made for the Division are to be at | 
fair market value as that term is understood under judicial 
concepts. This does not mean that the appraisals are 
necessarily to be at the "highest price" concept which is 
followed in California. The same directive states with 
regard to the matter of highest price: 


There is no basis for assuming that the 
soundness of an appraisal varies directly 
with the valuation level or that the 
Government has an obligation to use its 
highest appraisal figure for trial or 
settlement, without regard to the appraisal 
analysis employed, merely because it was 
supplied under Government appraisal con- 
tract. 36/ 


Apparently in the past some Federal agencies have 
accused the Department of Justice of obtaining "accommodation 
appraisals" to support negotiated settlement figures. They 
have also complained that the Department has not given 
enough credit to agency appraisals. In an attempt to meet 
these objections the Land and Natural Resource Division 
issued Directive No. 11-68 37/ requiring United States 
Attorneys to fully cooperate with the acquiring agency in 
selecting appraisers and establishing appraisal criteria. 
This directive also provides for a review by the Chief of 
the Appraisal Section of the Division if the acquiring 
agency disapproves the valuation level of appraisals that 
are planned to be used at trial or for settlement negotiations. 


Ce Summary 


An analysis of the responses from the various Federal 
agencies to thé Commission's questionnaire along with a 
review of the appraisal manuals of several of the agencies 
and certain other printed material indicates that what the 
agencies say they are doing with regard to appraising tends 
to comply with the statutes, rules and regulations which 
they are supposed to follow. Obviously, this is to be 
expected. Normally, no agency would admit it is doing 
something contrary to what it is suppose to be doing. And 


36/ Id. at 2. | 


37/ Directive No. 11-68 is set forth in Appendix F. 
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in an area like appraising where judgment is such an 
important factor, if an agency wants to tailor the con- 
clusions in an appraisal to support a predetermined course 
of action, it can do so without being obvious. It can 
follow the form of the rules and regulations without comply- 
ing with their spirit. In the following chapter a number 

of case studies are reviewed. These involve an examination 
of appraisals in actual cases and give a better indication 
of how well the appraisal function is being carried out. 


While the respenses of the various agencies to the 
Commission's questions do not reveal any real discrepancies 
between the practices of the agencies and the legal require- 
ments they are to meet, they do provide some interesting 
information. They show that the staffing for appraising is 
done in a variety of ways. Most of the agencies tend to 
have appraisal staffs lecated in field offices throughout 
the country but the number of levels of supervisory personnel 
between the appraiser and the headquarters office in 
Washington varies. Some agencies perform their staff 
appraisal work with personnel who are engaged full time in 
appraising while others use staff who may normally be 
engaged in a variety of other activities. For instance, the 
Forest Service tends to use district rangers for appraisal 
work. i? 

The mayor réaY estate orientéd agéncies have their own 
appraisal staffs but all make seme use of contract appraisers. 
The ratio of staff to contract appraisais varies substantially 
from agency to agency. 38/ 


There is no centralization of the appraisal function 
within the federal Government, or even within the various 
departments. Each agency has its own staff and is relatively 
independent. In addition to there being no centralization 
of staff, there is no Federal requirement for standardized 
procedures, no standardized training programs for appraisers 
and no Government-wide career service in the appraisal field. 


All of the agencies indicated they use the judicial 
concept of fair market value in making their appraisals. 
They also all indicated they make no real estate transactions 
without an appraisal, and generally follow the same techni- 
ques in all appraisals, regardless of the size or value of 
the parcel involved. 


Two interesting revelations which appear in the answers 


to the questionnaire are the different philosophies towards 
the use of the appraised values in making decisions, and the 


38/ See Table 5 supra at 13). 
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CHAPTER 5 


CASE STUDIES 


Ten different cases involving appraisals have been 
examined to see whether good appraisal practices were followed 
and whether there was compliance with the applicable Federal 
laws, rules and regulations. Each case involves 4 different 
type of acquisition, sale or exchange. The comments on each 
case are based solely upon an examination of the material in 
the case files. presented to the authors. No field examina- 
tions were made of the properties appraised, nor were any of 
the people involved in the appraisals interviewed. 


The facts involved in each case study are set forth 
priefly, after which the appraisal reports and the review pro- 
eedures are described and discussed. Because the number of 
case studies is very limited, it is not possible to draw any 
conclusions as to how representative these cases are of the 
appraisal practices being followed by the agencies involved. 
However, they do reveal some problem areas, which will be dis- 
cussed more fully in Chapter 6. 


A. CASE STUDY NO. 1 
(Color of Title Sale) 


A Description of the Case 


Case Study No. 1 is a Bureau of Land Management transac~ 
tion identified as BLM file Sacramento 054412. This case 
involves a claim made under the Color of Title Act. tf The 
claim pertains to a WOeacre tract of rolling foothill land 
in the vicinity of Lake Shasta, California, Approximately 
seventy-five percent of the property was covered with vegeta- 
tion, primarily manzanita brush. Six acres had been partly 
cleared and contained 4mprovements consisting of an old barn, 
cabin, garage and four-room dwelling. These reportedly were 
all in poor shape and had been on the property since the late 
1800's. As these were added to the land by the ancestors of 


the claimant, they were not considered in valuing the property, 


pursuant to the provisions of the Color of Title Act. 


Claimant's application for a patent was filed July 25, 
1957. In December, 1959, the original applicant died and the 


nl 


1/ Act of December 22, 1928, ch. 47, 45 Stat. 1069, as amended 


F3 u.S.c. §§ 1068 - 1068b (1964), This Act provides that Tan 
applied for shall be appraised and that in such appraisal "the 
equities" of any applicant shall be considered and given full 
effect. 
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elaimn was pursued thereafter Ly her successor in interest. 

tne file shows that. on December 11, 1961, the BLil Sacramento 
office requested an appraisal be made by the, district office 
and asked that the anpraiser include in his report any recom- 
mendations as to deductions to be made for the applicant's 
equities. The property was appraised at $15,000 with the date 
of the appraisal being December 29, 1961. 


Tne appraisal was made by a BLM employee who gave his 
title as "Valuation Fngineer - Mining." There are comments 
in the file suggesting that the appraiser spent five months 
appraising the property, which is not in accord with the above 
dates. On March 30, 1962, the land was classified as suitable 
for disposal with the recommendation that it be conveyed at 
not less than the appraised value of $15,000. On May 10, 1962, 
applicant filed a notice of appeal and the case was ultimately 
appealed to the Secretary of the Interior. The appeal involved 
questions concerning the equities and good faith of the appli- 
cant as well as the value of the property. Except for a minor 
change, the appeal was denied 2/ and the transaction was 
finally consummated in May of 1965 by a sale to the claimant 
for $14,900. 


2. The Appraisal Report 


The appraisal report describes the physical characteristics 
ef the kand, its mineral potential, the title interests and 
.contains conclusions as to the validity of the applicant's 
claim. The second part of the report deals with the appraisal. 
The report, though relatively brief in parts, generally follows 
the form suggested in the Department of the Interior's hand- 
book and section 9322 of the Bureau's manyal. 3/ 


The appraisal states that its purpose is to determine 
the fair market value of the subject property by standard and 
acceptable appraisal procedures, but no indication of the 
appraiser's definition of fair market vaiue is given. This 
report covers the valuation for the fee simple title less 
tne value of mineral rights, which are to be retained by the 
United States. The report contains the simple statement, 
"The date of this appraisal was December 29, 1961," but does 
not indicate whether this is the date the appraisal report 
was prepared or whether it represents the date-of valuation. 


a. Highest and Best Use 
Thisesectauonmots them reporters relatively bpraei, sbub to 


the point. The appraiser concludes the highest and best use 


Interior Decision A=-29741 (August.12, 1964). 


[ph 
Tee 


See Appendix = for § 9322. 
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is "Rural - Residential." He lists some reasons for this con- 
clusion, including the county zoning in the location of the 
property. He also lists reasons why the land is not adaptable 
to other uses. It is not clear, however, from the report 
whether the "Rural - Residential" conclusion is entirely 
warranted in view of the large amount of surrounding land 

with similar characteristics and the absence of significant 
land development. $ 


b. Area and Neighborhood Data 


This section is very brief and deals primarily with the 
physical uses which are present in the area, population 
statistics, and statements on the economic base of the area. 
The report contains a paragraph in which the appraiser 
attempted to summarize and draw conclusions from the general 
data which reads as follows: 


Conclusions reached by most students 
of economic trends may be summarized as 
follows: Population will continue to 
increase in the county even at a slightly 
accelerated rate. There will be sub- 
stantial diversification of industry with 
a substantial growth and increase in 
“fadustry. fhere will be a great “increase ies 
in tourist travel and recreation within 
the county, especially with the completion 
ef the Trinity River preject. Agriculture 
will about hold its own or even decrease 
slightly over the years. 


While all this may be true the appraiser failed to show how the 
significant elements of the general data and the conclusions he 
drew therefrom related to the property being appraised. 


ec. Site Data 


This section is a brief statement covering some of the more 
significant physical features of the property. Included in 
the statement is the following sentence: "This parcel of land, 
as a rule, is considered one of the best small parcels in the 
district and is suitable for subdividing." There is no sup- 
porting information or discussion to indicate why or how the 
appraiser arrived at this conclusion. 
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d. Valuation : ) 


The appraisal problem involved bare land and the market 
data approach was selected as the basis of valuation. The 
appraiser states that consideration was given to the other two 
approaches but they were not used. 


Having selected the market data approach as the means of 
achieving his value estimate, the appraiser proceeded through 


a discussion of opinions of value obtained from interviews, TABLE 7 
a listing of other property for sale by the applicant and 
selected sales. He states in his report that bankers in the Tabulation of Comparable Sales 


area were interviewed as to their opinions of value but he 

summarily dismissed their opinions as being too low. He lists 
opinions of value obtained from four real estate offices which 
range from $50 to $500 per acre for large, undeveloped parcels. 


Used in Case Study No. 1 


Finally, the appraiser states that 30 acres of property owned Sale No. 
by the applicant, which is located only a few hundred feet from eS Se I eer Tee 
the subject property was listed for sale, The listing price a 2 3 4 
was $600 per acre. TS Sas TSP PLT EE ee 
Size, acres 14.39 39.11 4O 140 
Four sales were selected for analysis. They are listed : 
in the appraisal report in essentially the form suggested by Price per acre Cea hi $205 $125 $215 
the Department of the Interior's handbook. The remarks on 
each sale deal with the physical characteristics of the land Date of sale 3/18/60 N/1/61 1/6/61 7/15/57 
and its possible highest and best use. Following this, the | : 
appraiser inserted a sales tabulation which contains the ) ‘ 
essential elements of each sale and a series of site factor Site Factor Adjustments 
adjustments for time, location, accessibility, physical 
characteristics and utilities. This tabulation is shown on Time 3% 3% 3% 20% 
the next page. The time adjustment is indicated in terms 
of a percentage and all the other adjustments are positive Location +10 +10 +30 oe 
in character. It is not clear how the appraiser applied 
these adjustments, whether by addition or computation into Accessibility +10 +20 +30 +10 
a composit factor. Some explanation should have been given 
so that the reader could follow the appraiser's reasoning Physical Character +20 +30 +50 +10 
process. As the report stands, it is impossible to do this. 
Therefore, the reviewer cannot tell whether or not the Utilities -0- == =O +10 
appraiser used sound judgment. 
Following this tabulation, there is a section on cor- . Indicated Adjusted Value $412 $363 $325 $344 


relation and the estimate of value. This is essentially a 
narrative discussion of the sales in relation to the subject 
property, but 1t omits any comments on why each sale is 
inferior or superior in relation to the subject property. 
The appraiser pave the greatest weight to sales 2 and 4, 
indicating values of $363 per acre to $344 per acre and 
made an additional adjustment of 20% to sale 4 for the size 
differential. He thus established a range of from $363 to 
$410 per aere for the subject property and concluded $375 
rer acre, or 4 total of $15,000. was the proper value. 
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e. Special Considerations 


At the conclusion of the report, the appraiser discusses 
the ownership and occupancy of the land since the late 1800's 
and sets forth his conclusions as to the applicant's "equities" 
and any possible deductions to be made because of them. He 
comments on (1) the fact that in 1890 applicant's predecessors 
paid $850 for the property including improvements, with $100 
being estimated as the price of the land, (2) the lack of any 
tax payments by applicant and her predecessors during their 
occupancy of the property and (3) the fact they made no appre- 
ciable improvements to the land. He concludes this section by 


saying: 


The applicants have become substantial 
landowners in the area and now know the 
value of the land as evidenced by their 
listing of land for sale in the immediate 
area. This examination does not disclose 
any reason for special deduction from the 
appraised price, which is’ fair market 
value. 


We fail to see the connection between these two statements and 
note it only as a possible indication of why animosity arose 
on the part of the applicant in relation to the appraisal, the 
. appraiser and the transaction as-it proceeded through appeal. 


Sse ee: Appraisal Review 


The original appraisal report was reviewed on March 9, 
1962, in the Bureau's state office in Sacramento, California. 
The comments on the review noted mathematical errors in the 
adjustment of the four sales and the file was returned to the 
district office for eorrection. The reviewer, in his comments, 
apparently concluded that the appraiser had used a composite 
adjustment, that is, attaining a single adjustment by the pro- 
duct of the percentages for each individual variation. In 
applying a composite adjustment to the sales price, the re- 
viewer arrived at different indications of value than did the 
appraiser and returned to file for correction on that basis. 

We do not know whether the reviewer was correct in assuming 

the appraiser had used a composite adjustment, but had been 
guilty of poor arithmetic, or whether the appraiser had used 
some other method of adjustment. No mention or note is made 

of the substantial variations and adjustments between the sales 
prices and the indicated value for the subject property. 


On March 16, 1962, the file, as corrected, was returned 
to the state office. It was reviewed and accepted without 
comment on March 23, 1962, and forwarded to the classification 
officer. Following a notice of the appraised value, an appeal 
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was filed by the applicant on several grounds. She Cu 

the appraisal date should have been ere date the ie ekeea 
was filed, instead of approximately four years later. She 
also claimed no consideration had been given to her equities 
as required by the Color of Title Act, The appeal eventually 
reached the Secretary of the Interior's office where it was 
finally determined that the original price of $100 paid by 
applicant's predecessors for the land entitled the applieant 
ict adjustment and the final price was reduced to 

: > e 


4, Comments 


The appraisal in this transaction generally conformed to 
the requirements set forth in the Department of the Interior's 
handbook and the Bureau of Land Management manual with certain 
exceptions. There is no apparent weakness in the organization 
structure indicated except that the title of the appraiser 
(valuation engineer-mining) raises a question as to his actual 
status and training as a real estate appraiser, The amount of 
time necessary to proeess this application to eonclusion 
(eight years) raises some question as to the adequacy of ad- 
ministrative procedures, but not as to the-appraisal itself. 


The statement on highest and best use appears to be a 
dogical conclusion... .However,. from ether perptions of- the Bia 
appraisal, it appears that the land being appraised is locateé 
in an unstable real estate market, probably influenced by con= 
Siderable speculative activity. If this were the ease, the 
statement on highest and best use could have been related more 
to the actual activity of the real eS8tate market Father than 
to a specific use which may have limited significance or be 
Many years in the future. 


As to the sales analysis, the reasons why each sale is 
inferior or superior to the subject property are set forth in 
terms of physical differences only, but nothing is given as to 
the extent of the variation. The appraiser obviously made 
adjustments for the variations, although it is not clear how 
they were applied or exactly how they were determined. In © 
view of the conditions which probably existed in the real 
estate market, we have the impression that a lot of judgment 
was used. This may have been proper under the circumstances 
Be za that is what occurred it should have been noted in the 

ort. 


The appraisal appears to have received sufficient review. 


What apparently were mathematical errors were picked up, al- 
though it cannot be determined for sure these were mathematical 
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errors without knowing how the appraiser applied his adjust- 
ments. As was mentioned, there is no comment in the review on 
the wide magnitude of adjustments between the sales and the 
subject property. Some comment probably should have been made. 
We note that the Department of the Interior's handbook states: 


The degree of similarity between the 
property sold and the property under 
valuation may be so remote as to prevent 
worthwhile comparisons. The more sale 
prices require adjustment, in the ap- 
praiser's view -- the less convincing 
the market data become. Adjustments 
in the sale price believed necessary to 
compensate for dissimilarities may be so 
extensive and subjective as to render 
the comparison, on its face, a doubtful 
indication of market value. 4/ 


This situation appears to have been present in this case study. 


In view of the real estate market, it is very likely the 
appraiser did his best with the material and information he had 
available. The appraiser arrived at an estimate of market 
value from data which varied substantially and required major 
adjustments in relation to the subject property. However, other 
conclusions of value, equally valid, could have been arrived 
at from the data available. The value estimate in the appraisal 
was then used as an uncompromising basis for establishing a 
minimum sales price. Perhaps if there had been some provision 
for administrative latitude in setting the sale price an 
earlier successful termination of the transaction may have 
been achieved. The time and effort spent between the date of 
filing the application (July, 1957) and the date of sale 
(May, 1965) indicate that the use of some latitude in this 
instance may well have resulted in greater recovery, dollar- 
wise, to the Government. 


Bis CASE STUDY NO. 2 
(Point Reyes Exchange) 


1. Description of the Case 


This case is an exchange transaction processed through the 
Bureau of Land Management and the National Park Service. It is 
identified as BLM File No. Arizona 033279. The transaction 
involved an exchange of privately owned property on the Point 
Reyes Peninsula of California, which the National Park Service 
sought to acquire for the Point Reyes National Seashore, for 


4/ Department of the Interior, Handbook Supplement to Depart- 


Mental Manual, Part 602, Appraisal of Real Property, at 16. 
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publicly owned land in Arizona under the control of the Bureau 
of Land Management. The transaction was accomplished pursuant 
to the Point Reyes National Seashore legislation. 5/ 


In the exchange the Park Service acauircd 1,407 acres of 
rolling to steep coastal mountain land containing timber, 
brush and some developed grazing arca in return for 6,840 acres 
of open, rolling to steep foothill and mountain terrain in 
Maracopa County, Arizona, 15 miles northeast of Phoenix. The 
other party to the transaction was the Page Land and Cattle 
Company, an Arizona based corporation. The Point Reyes property 
had been utilized as a cattle ranch, but was located in an area 
subject to speculative and developvment activity based on semi-~ 
rural or recreational homesites. Such activity started to 
occur in the late 1950's. At the time of the exchange, the 
Arizona land, which was under the jurisdiction of the BLM, 
was being used as grazing land by the Page Land and Cattle 
Company under a Federal grazing lease. 


A review of the file indicates that Page expressed an 
interest in an exchange in the early part of 1963. At that 
time, Page did not own any land on the Point Reyes Peninsula, 
but indicated it would acquire privately owned property for 
the purpose of exchanging it for the land in Arizona. When 
such a procedure appeared feasible, Page entered into a pur- 
chase agreement with one Millard Ottinger to purchase the 1,407 
acres of Point Reyes Land for one million dollars. The file 
does not indicate exactly at what point in time Page entered 
into this agreement for the Ottinger property or how the pur- 
chase price was determined, although a letter in the file by 
Page discusses some factors which might have been considered 
in valuing the property for purchase. The 1,407 acres was 
only a portion of a larger parcel containing in excess of 
35200 acres’. 


tn June and August, 1963, appraisals were ordered by the 
Park Service for both the offered and selected properties. On 
February 7, 1964, Page filed an application for the exchange. 
Because of the magnitude of the values involved, the appraisals 
were ultimately reviewed by Washington, and the exchange ap- 
proved at that level. The deed conveying the Point Reyes 


5/ Act of September 13, 1962, Pub. L. 87-657, 76 Stat. 538, as 
amended 16 U.S.C. §§ 459c¢ to 459c-7 (Supp. IV 1968). This Act 
gives the Secretary of the Interior authority to acquire private 
land within the boundaries of the seashore by exchange and to 
convey to the grantor any federally owned property under the 
jurisdiction of the Secretary within Californie and adjacent 
states. The properties exchanged "shall be approximately equal 
in fair market value" but the Secretary may accept or pay cash 
to equalize the values, 
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land to the United States was recorded September 14, 1964, and Only appraisal 1 on the offered lands comes reasonably 


) the patent on the selected lands was issued on October he 1964, ) close to meeting the requirements for appraisal reports set 
the case file shows that during the course of the exchange, it forth in the Department of the Interior's handbook. Appraisals 
attracted the attention of individual members of Congress as A and B were rejected by the BLM for not meeting, the require- 
well as the House Committee on Interior and Insular Affairs. ments. While appraisals 2 and 3 were not reviewed by the BLM 
3 they probably also would have been rejected if they had been 
2. _The Appraisal Reports reviewed by the same person who reviewed appraisals A and B. 


Eaeh report will not be reviewed in detail, but rather a brief 


m . nF t ° . 2 . 
There were five appraisals made before this exchange was summary of the more significant aspects of the reports will be 


completed. All were prepared by independent contract avprai- aresented: 

sers. Two appraisals were on the selected lands in Arizona, * 

which will be referred to as appraisals A and B, and three a. « The Stated Purposskef the Aporatenis 

appraisals were prepared on the offered lands at Point Reyes. ee pose OF the Appraisals 

These will be referred to as appraisals 1, 2 and 3. In addition All except appraisal B state the purpose as being to 

to the five original appraisals, supplements Bae pulumiEled reo estimate market value. Appraisals A and B contain no defini- 
appraisals B, 2 and 3. The following tabulation shows the date tion of market value in their original reports, but a defini- 
of each appraisal and supplement, the acreage involved and the tion was included in the supplement to appraisal B. It defined 
valuation. market value in terms of cash or terms reasonably equivalent to 


cash which the property would be expected to bring, emphasizing 
the willing seller-willing buyer concept. Appraisals if, foand 


Selected BLM Lands, Arizona : 3, all contained the California definition of market value 
employing the "highest price" concept. 6/ The supplement to 
Acreage ~ appraisal 2 changed the definition of market value to mean the 
Appraisal Date of Appraisal Appraised  _ Value price which would be negotiated by a willing buyer and seller. 
A 9-63 6,840 $. 600,000 Appraisal 1 on the offered lands initially valued the 
a entire Ottinger property holdings of approximately 3,200 acres 
) B 9-63 6,840 1,000,000 and in the same report determined the area which would achieve 
a value estimate of one million dollars. This was determined 
B-Supplement 4-64 6,840 1,000,000 to be 1,407 acres. The report does not indicate whether this 


conclusion was entirely the appraiser's or whether the selec- 

tion of the 1,407 acres was based on some guidelines furnished 
him. Appraisals 2 and 3 originally valued the entire Ottinger 
holdings also. In the supplements to the two appraisals, made 


Offered Private Lands - Point Reyes, California approximately seven months later, just the 1,407 acres, con- 


sidered for exchange were valued. 


Acreage 
Appraisal Date of Appraisal Appraised peeved Wee b. Highest and Best Use 
1 11-63 3,205 $2,362,000 Appraisals A and B contain similar statements as to 
1,407 1,000,000 highest and best use for the Arizona land. The primary emphasis 
is on speculative investment with some interim grazing potential. 
2 8-63 4,000 2,000,000 Both imply that the most probable use in the future will be for 
‘ some type of high quality residential development. Appraisal A 
2-Supplement 3-64 1,407 1,000,000 anticipated that this development was approximately twenty years 
in the future, while appraisal B said that there would be a long 
3 8-63 3,400 1,800,000 range transition period. 
3-Supplement 3-64 1,407 900,009 | The highest and best use statements contained in apprai- 
sals 1, 2 and 3 tend to imply the same views although the 
-164- 
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wording and qualifications vary. In appraisal, the primary 
emphasis is on investment for recreational use with continued 
interim use of the livestock operation. The appraiser's state- 
ment indicated that there could be a continuation of the exist- 
ing practice of selling 20-acre tracts for other uses. 
Appraisal 2 stated the highest and best use as transition to 

20 or 25 acre homesites with interim grazing. Appraisal 3 
reversed the order and stated it as interim agriculture with 
future suburban residential with recreational potential. 


Appraisals A and 1 contain the most thorough discussions 
and explanations of the conclusions as to highest and best use. 
This is particularly true in appraisal A where the data on 
market conditions is related to the subject property. Apprai- 
sals B, 2 and 3 did not explain their conclusions on highest 
and best use. 


ec. Area and Site Data 


This section of the reports was brief. Very little infor- 
mation or statistical data is included in any of them to depict 
significant trends occurring in the areas and none of the 
appraisals gives a clear statement of the conclusions to be 
drawn from the area and neighborhood data with regard to the 
subject property. The greatest detail on the property descrip- 
tion was contained in appraisal 1 where the appraiser sets forth 
a coneise conclusion about the characteristics and significant 
features of the property. 


dad. Valuation 


All of the appraisals employed the market data approach. 
In addition, appraisals A, 1, 2, and 3 used a modification of 
the income approach in which the development costs and antici- 
pated income to be derived from selling the appraised lands 
in small tracts was estimated. 


Appraisal A used twelve sales which ranged in size from 
600 to 4,550 acres and covered a period from 1954 to 1962. The 
majority of the transactions were in 1955 and 1957 while the 
valuation date was September, 1963. The essential facts of the 
sales were presented in narrative form. The sales were not 
compared directly to the property being appraised and there is 
no meaningful discussion of how the appraiser's final conclu- 
sion that the value was $600,000 was achieved. Appraiser A 
also considered the property as three separate areas on the 
basis of its physical characteristics and gave a value to each 
area. He said the total value for all the areas also came to 
$600,000 but when the figures for individual quarter sections 
(160 acres) are added they produce a total of $744,000. 
Appraisal A then estimates a value for the total acreage as 
though sold in smaller tracts which he then discounts fifty 


percent to indicate value for a single sale of the total acreage. . 
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An additional discount of twenty percent for a cash transaction 
is made to reach an estimate of $480,000. 


Appraisal B used forty sales which occurred between 1953 
and 1961. Twenty-eight of them occurred in 1961. The sales 
ranged in size from twenty to 1,720 acres, with all except one 
of the sales being under 1,000 acres in size. There is little 
in the appraisal report showing the relationship between the 
sales and the subject property or how the appraiser reached his 
final conclusion on the value of one million dollars. The de- 
ficzencies in appraisal B were noted by the reviewer and 1, 
like appraisal A, was rejected. In the supplement to appraisal 
B there is a greater coverage of the sales, including a tabula- 
tion of their essential characteristics and an adjustment chart. 
In the adjustment chart the properties are rated by the use of 
plus, minus and equal signs to indicate features that are either 
superior, equal, or inferior to the subject property. However, 
no attempt is made to convert these adjustments to dollar or 
percentage amounts. Therefore, anyone reading the report 
cannot tell how the appraiser reached his final conclusions. 


Appraisal 1 used ten sales ranging in size from 100 to 
750 acres. These occurred from April, 1960, to September, 1963, 
the valuation date. The sales analysis in appraisal 1 is the 
best of all five appraisal reports. It generally follows the 
guide lines set forth in the Department of the Interior's hand- 
book and indicates how the appraiser arrived at his conclusions. 
The essential features of the sales are tabulated and the ad- 
justments for major variations are discussed. In achieving his 
final estimate of value the appraiser valued different units 
of the entire 3,200 acre parcel separately. The report does 
not clearly show how the adjusted sales are related to the 
different portions of the property. There were some improve— 
ments on the parcel, primarily located in that portion of the 
3,200 acres not involved in the exchange. Appraisal 1 uses 
the cost approach to value the improvements, which is reasonably 
well described in the report although there is little justifica- 
tion set forth for the cost and depreciation figures. However, 
the building value was only $40,000 out of a total appraised 
value of $2,362,000 for the entire parcel. 


Appraisal 2 utilized eleven sales varying in size from 
100 to 2,510 acres and dating from December 1959 to July 1963. 
The essential elements of the sales are set forth and the ad- 
justments tabulated. In making the adjustments however, the 
appraiser employed a descriptive word method using such words 
as "poor," "better," or "similar." The relationship of the 
sales and the reasons for the adjustments is not well described. 
The market data approach resulted in a conclusion of value of 
$2,000,000 for a parcel containing approximately 4,000 acres. 
The appraiser used the cost approach to value the improvements 
and came to a conclusion of £55,900. The appraiser also used 
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the modified income approach estimating a period from L3sto 28 
years for converting the property to small tracts for sale, 
There is little explanation of how the cost and expense figures 
were arrived at, but the final range of value obtained by this 
approach was $1,300,000 to $1,880,000. 


After submitting his report appraiser 2 was asked to value 
only the 1,407 acres. In the supplement there is reference to 
the original report and a comparison is made primarily on the 
basis of slope differences in the land. The final value esti- 
mate for the 1,407 acres is $1,000,000, with no explanation of 
how it was achieved. 


Appraisal 3 used 29 sales which occurred between January, 
1960 and July, 1963. Sixteen of these ranged in size from 
100 to 2,525 acres and were used primarily for the market data 
approach. The remaining sales ranged in size from 6 to 80 
acres and were used primarily in a modified income appreach. 
The facts of the sales are presented very briefly with a page 
and a half of géneral diseussion. The conclusions are also 
presented in a page and a half summary with no explanation of 
how the values from the market data approach were derived or 
their relationship to the subjeet property. The appraiser used 
a cost approach to value the improvements. He also used the 
modified income approach to value the entire property, esti- 
mating a 3@-year peried to develep and sell it in small traets. 
There is no explanation of how the appraiser obtained his cost 
and expense figures or how he justified the rate of profit used. 
The appraiser achieved value estimates between $1,672,000 and 
$1,883,400 from these various appreaehes and ceneluded a final 
value estimate of $1,800,000. 


Appraiser 3 was @lso asked to value the 1,407 acres. In 
his supplement he makes referenee to his original appraisal and 
eoncludes the value ef the 1,407 aeres to be $900,000, but 
dees not explain hew he arrived at that cenelusieon. 


3. The raisa 8 


Before discussing the review procedures, it should be 
noted that in the last three years the National Park Service 
has reorganized its appraisal functions as described in Chapter 4, 


All five of the appraisals and their supplements were 
obtained by the National Park Service, Appraisals A and B on 
the Arizona land were forwarded to the BLM state office in 
Phoenix where they were reviewed by the reviewing appraiser 
in that office. The written report on the review of appraisals 
A and B is rather brief. In regard to appraisal A it makes 
two major points. The first is that the report does not meet 
the minimum standards of acceptability called for in Department 
of the Interior’s appraisal handbook. ‘The second 1s that an 
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error of $144,000 in the value conclusions was made. This 41s 
the error noted previously which occurred when the appraiser 
valued various portions of the property and added the amounts 

to reach a total. Correct addition would have produced a 

figure of $744,000 but $600,000 was set forth in the report. 

The review statement said "Such an error is inexcusable, This 
alone is adequate reason for rejection of the appraisal report." 
At that point the appraisal was apparently rejected and no fur- 
ther discussion or action is presented in the file with rerard 
to appraisal A, 


The review comments on appraisal B relate to its short- 
comings in relation to the Department of the Interior's hand= 
beok requirements. Because of these shortcomings appraiser B 
was requested by the Park Service to supplement his report in 
the hope that he would bring it up to the Department's require- 
ments, While the supplement was finally aeceptied by BLM, 
infermation in the files indicates that the BLM review apprai- 
ser in Phoenix was never satisfied with appraisals A and B or 
the supplement to B. 


Appraisals 1, 2 and 3 on the California and were reeelyed 
by the National Park Service in its project office at Point 


Reyes. They were then forwarded threugh channels to the Wash- 


ington headquarters of the Park Service. There is nothing in 
the files eoncerning the review of these appraisais ether than 
statements implying that they were at. least informally re- 
viewed to some extent. Appraisal 1 was recommended for approval 
and use in making the exchange. 


One interesting faet about the review procedure is that 
all ef the appraisals were not subjeet to review by the same 
person, or even the same agency. Therefore, there is no assur- 
ance that the same standards were applied in reviewing apprai- 
sals A and B as were used in reviewing appraisals 1, 2 and 3. 


4. Comments 


This case involved a transaction where private lands were 
offered to one Federal agency in exchange for public lands 
under the control of another agency. Both of the agencies are 
part of the Department of the Interior. The five appraisals 
were all made by independent contractors at the request of the 
National Park Service. The two appraisals on the selected lands, 
which were under the jurisdiction of the BLM, were forwarded to 
that Bureau for review and approval and were rejected. The 
files do not indicate why these appraisals were not originally 
prepared to meet Department of the Interior standards. Per-= 
haps it was due to misunderstanding, lack of information, lack 
of direction to the appraisers or some other cause. In any 
event, they were not approved as submitted but a supplement was 
obtained to appraisal B which was finally accepted. The 
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files do not indicate clearly at what level the decision to 
accept the supplement to appraisal B was made. 


There is no information in the file to indicate to what 
extent and at what level appraisals 1, 2 and 3 were reviewed. 
If appraisals 2 and 3 had been reviewed by the same person that 
reviewed appraisals A and B they would probably have been re- 
jected also. The report on appraisal 1 does reasonably well 
meet the Department of the Interior's requirements for apprai- 
sal reports. 


There is nothing in the files to indicate that. the final 
valuations set forth in these appraisals are wrong. It is just 
that it is impossible, except with regard to appraisal 1, to 
determine how the final values were achieved and whether they 
represent the most valid or best estimates available under the 
circumstances. 


This case illustrates the problems which arise in exchanges 
involving two agencies that do not follow the same appraisal 
procedures or standards. There was apparently no similarity 
in the review procedures followed by the two agencies. Thus, 
the appraisals on the selected land were not reviewed accord- 
ing to the same standards that were applied in reviewing the 
appraisals on the offered land. Also, there was little if any 
consultation or coordination between the two agencies in de- 
termining the values of the two parcels involved and no evidence 
of any coordination at a higher level. If the requirements of 
the law that the properties to be exchanged be approximately 
equal in value are to be met, it seems essential that the prop- 
erties be appraised and the appraisal reports reviewed according 
to uniform standards. 


One final passing comment, which may be indicative of 
nothing, but is interesting, is that the appraiser who did the 
best job, appraiser 1, apparently got the lowest fee. 


€. CASE STUDY NO. 3 
(Sale under Public Land 
Sale Act of 1964) 


1. Description of the Case 


Case Study No. 3 involves a public sale made pursuant to 
the Public Land Sale Act of 1964. 7/ ‘The sale was processed by 
the Bureau of Land Management through its district office in 
Riverside, California, and its state office in Sacramento. The 
transaction is identified as Public Sale, Riverside No. 476. 


T/ Act of September 19, 1964, Pub. L. 88-608, 78 Stat. 988, 
as_amended 43 U.S.C. §§ 142] to 1427 (Supp. IV 1968). 
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The application to have the Jand classified for public 
sale was filed March 3, 1967. The property, which consisted 
of 658.94 acres of open desert land approximately 19 miles 
northeast of the City of Barstow, California, was classified 
for public sale as an industrial site in February, 1968. An 
appraisal report prepared by a BLM employee showing a valuc 
of $131,750 was submitted in September, 1968. The property 
was advertised for sale in October and was sold for the 
appraised value. A patent was issued on December 2, 1968. 


2. The Appraisal henort 


The only appraisal report in this case was prepared by a 
BLM employee in the district office at Riverside who identified 
himself as a realty specialist. The report was concise, 
covered essential elements and achieved the value estimate 
without extraneous material. It stated that the purpose of the 
appraisal was to estimate the current fair market value for the 
purpose of setting a purchase price. No definition of market 
value was given. The report stated that the right appraised 
was the fee simple interest. This notation, however, was subse- 
quently penciled out and the remaining statement was simply 
that the rights were those prescribed under the Public Land 
Sale Act of 1964, without further elaboration. The report 
showed that the valuation date was August 30, 1968. 


a. Highest and Best Use 


In the discussion on highest and best use, contained in 
one paragraph, the appraiser took exception to the zoning which 
the county had approved for the property. The county had re- 
cently rezoned this and other property from light manufacturing 
and residential use to heavy industrial or manufacturing, as 
an accommodation to American Smelting and Refining Company, the 
applicant in this transaction. The appraiser said, "This ul- 
timate use, however, has not yet been realized and is still 
dependent upon still incomplete plans and testing by the com- 
pany. Highest and best use is still light manufacturing and 
residential use or speculation - holding for that purpose." 


This statement was not elaborated upon and there was no 
discussion of any market conditions which led to the conelusion 
of highest and best use. Furthermore, the quoted statement 
refers to three specific uses, light manufacturing, residential 
and speculation. Normally, such uses would not involve the 
same valuation considerations. Consequently, the actual high- 
est and best use is not clear. 


-171- 


watcd seca 


b. Area and Site Data 


This section presented some data on the characteristics 
of the area as well as some historical background. This portion 
of the report was brief, but considering the character of the 
property as open desert land, the discussion pretty well covered 
the site data. This material when combined with maps and photo- 
graphs of the property, gave the reader of the report a reason- 
able picture of the area and site. 


ce. Valuation 


The report stated that the market data approach was deter-— 
mined to be the most applicable. In addition, a brief state- 
ment of reasons why the income and cost approach were not con- 
sidered applicable was presented. Basically, these reasons 
were that no improvements were present and the ultimate use of 
the property had not been achieved. After selecting the market 
data approach, the apnraiser discussed the peneral character 
of the sales to be considered and discussed in some detail six 
adjustments to be considered. These adjustments weré time, 
size, location, access, character and utilities. He explained 
why these factors were significant and indicated the basis on 
which adjustments. for each item were made. The bases for the 
adjustments were somewhat intangible and were apparently de- 
rived from interviews with local brokers and consideration of 


what.other. appraisers were, doing with regard.to those factors... .. 


Ten sales covering the period from June, 1964, to April, 
1967, were used for comparison. The sales ranged in size from 
2-1/2 to 239 acres while the subject property contained 658 
acres. All of the sales, but one, were for 40 acres or less. . 
The essential elements of the sales were presented on forms 
attaetied at the ceémclusion of thé report. In the body of the 
report, there was a brief discussion of each sale, indicating 


“its relationship to the six adjustment factors. The report 


contained a Section éntitled, "Table of Sales Comparison” in 
which the ten sales were listed, aleng with the sales prices 
and the adjustments made for each factor. The unit price per 
acre for the sales ranged from $40 to $260. After the adjust- 
ments were applied, which were made on the basis of plus and 
minus percentages, the indicated value range was $44 to $220. 
The appraiser then correlated these indications into an esti- 
mate of $200 an acre for a rounded valuation of ASL WSS Heke 
the property. It is interesting to note that the largest and 
most current comparable sale required no adjustment. Its 
actual sale price of $220 per acre was the indicated value in 
the appraisal report. 


The report contained a brief correlating statement in 
which the appraiser presented his feelings as to which sales 
indications had the greatest significance and which warranted 
the greatest consideration. This was accomplished in a 
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reasonably satisfactory fashion. One comment found therein does 
imply that the sale analysis couJd have been improved. The 
appraiser stated that two of the sales were not very represen- 
tative of the market, were given little weight, involved differ- 
ent terrain and other features, and should have been eliminated 
from the appraisal. If that was his fealing, then they should 
have been eliminated. 


3. Review Procedures 


The only indication of a review was the BLM's form letter 
stating, "I have reviewed the subject report for its technical 
adequacy and find that it satisfactorily meets the standards 
required." It was signed by the reviewing appraiser at the 
state office in Sacramento, 


A, Comments 


This appraisal appears to have been well done.” The report 
generally complies with the requirements of the Department of . 
the Inte®ior's handbook, the one exeeption being the handling 
of ttre sales. ‘The handbook warns against using too mechafhical 
or mathematical an approach to making adjustments in sales...- In 
this “dnstence, the appfatser uséd @orether ine chantéeal ‘approach’ 
in applying adjustments to the sales prices without much expla- 
nation as to the relationship. of each saie to the aert or to 
the subject property. ¢ = 


at 


The weakness in the ey oe and -best use statement b@s 
been previously noted, In view-of the final value estimate and 
the prices. being paid-in the area, the statement of use as “_. 
industrial, residential or speculative dees not seem entirely 
warranted. Such uses generally are not associated with value 
levels from $50 to $200 per acre. This indicates to a reader 
unfamiliar with the property that there should be qualifiea- 
tions to the highest and best use statement, or that perhaps at 
these price levels, the actual use is not really being compen- 
sated for or considered by prospective buyers and sellers. 


There is no way of knowing whether the review procedure 
was adequate or not. All that is indicated in the file is that 
the report was reveiwed, but it is not known how thoroughly it 
was reviewed. 
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De CASHES STUDY: NO. a4 
(Acquisition of Easement 
by Condemnation) 


1. Description of the Case 


Case Study No. 4 involves the acquisition by condemnation 
of a road right-of-way by the Bureau of Land Management in 
Oregon. The case is identified as File No. RE=-M-690 in the 
Oregon office of the Bureau of Land Management and is further 
identified as File No. 2130. 


The right-of-way acquired was across rolling, timber and 
brush covered terrain and was 40 feet wide in most places but 
in certain locations extended te a width of 100 feet. The 
total area involved was approximately 9.54 acres. On August Sr 
1966, the United States asked permission to go upon the prop- 
erty to survey the right+of-way and such permission was granted 
by the owners. Between that date and March 9, 1967, an estimate 
of the value of the land and a timber appraisal were prepared 
by the BLM staff. The estimate of land value was $1,764.40 and 
the timber appraisal figure was $133.13. About May 6, 1967, 
the property owner was offered $1,900.00 for the easement which 
represented the approximate total of these two appraisals. On 
September 6, 1967, a change in the easement area was noted. As 
; result, the original staff appraisal of the land was reduced 

Ae Hol sotale 


An independent contract appraisal was obtained sometime 
after September, 1967, showing a value of $900 for the land 
exclusive of the timber. The valuation date was given as 
September 28, 1967. In October, 1968, a complaint was filed in 
the United States District Court for the District of Oregon 8/ 
along with a declaration of taking and a deposit of $1,035. 
This figure represented the estimate of value of the land made 
by the contract appraiser and the original BLM timber valuation. 
In June, 1969, a revised timber valuation was prepared by the 
BLM staff showing the value of the timber to be $372. About 
this same time the contract appraiser revised his valuation of 
the land to $1,380. In July, 1969, the trial was held. The 
Government put on evidence to show the value of the easement 
being acquired to be $1,750 which represented the contract 
appraiser's revised estimate of the land value and the BLM 
staff's revised estimate of the timber value. The property 
owner put om testimony showing the value of the easement to. be 
$11,500 and the jury awarded $10,400. 


woe 


8/ United States of America v. Joseph Kreft, et al., Civil 
No. 68-¢6el. 
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2. Appraisal Reports 


There are three appraisal reports, the land valuation by 
the staff employee, the land valuation by the contract apprai- 
ser and the timber valuation by a second staff employee. ‘The 
BLM staff appraisal of the land consists of (1) a three-page 
memorandum showing the value to be %1,764.40 exclusive of tim- 
oer, (2) a one-page right-of-way appraisal report form showing 
a total value of $1,900 including timber, and (3) a one-half 
page memorandum changing the employee's value estimate to 
$1,790 due to a reduction in the area of the easement. The 
person who made the land appraisal identified himself as a 
forester. 


The contract appraiser's report consists of a six-page 
memorandum, a title page, easement maps and a hand drawn com- 
parable sales map. There is also a revision to this repert 
which is very brief. 


The timber value report originally consisted of a one= 
page memorandum containing a statement en the type and number 
of trees on the easement, their size and estimated market value. 
The employee who prepared this report alse identified himself 
as a forester. In his memorandum he state@: "A strict market 
value appraisal for this timber is not feasible and no sales of 
this kind are available for a comparison to establish a market 
value for the timber located on the easement." He then based 
his value estimate on his general knowledge of market cenditions 
for the type of timber involved. Subsequently he revised his 
estimate in a one-page memorandum dated June, 1969. In the 
revision he stated that one sale of comparable timber had been 
found and was considered in arriving at the revised estimate 
of value. 


a. Purpose of the Appraisals 


The report on the staff appraisal of the land said the 
purpose is to estimate fair market value of the land and impreye- 
ments along with any severance damage to the remainder of the 
property. No definition of market value was given. The con- 
tract appraisal stated that the purpose was to estimate the 
market value of an exclusive easement but that the appraisal 
was not to include any estimate of value for the timber. The 
contract appraiser used the "highest price" concept in defining 
market value. 


b. Highest and Best Use 


The contract appraiser stated that the nighest and best 
use of the area was for a cattle ranch with the rougher hill 
land suitable for timber preduction. The staff land appraiser 
stated the highest and best use was to subdivide the area into 


rural homesites with a portion usable as timber land. ‘This is 
a significant disarreement between the two appraisals, 


os frea and Site Data 


The staff appraisal contained no reference to any area 
data while the independent appraisal covered it very briefly 
in a statement about the general character of the surrounding 
area. With regard to site data, both reports were brief. 
Neither report contained any significant comments as to the 
effect of the easement and the construction of the proposed 
road on the remaining property. 


Cem eer Luacon 


Both land appraisals were based on the market data approach, 
The contract appraiser stated, "Cost approach and income ap- 
proach are not applicable for this appraisal." 


The staff appraisal contained data on four sales. The 
report did not show the relationship between the sales and the 
subject property but merely gave the appraiser's opinion that 
rural homesite land is worth $175 per acre and timber land $90 
per acre. The appraiser then applied these facts to the sub- 
ject property as though it were a fee acquisition when in fact 
only an easement was being acauired. Apparently prior to this 
acquisition the United States had some type of nonexclusive 
easement over much of the same area. In the valuation part of 
his report the staff appraiser indicated that the owner pre- 
viously had been paid $300 for this nonexclusive easement. He, 
therefore, made a deduction of that amount in arriving at his 
final value estimate. However, the manner in which this ad- 
justment was made is not set forth very clearly in the report. 
In addition to the adjustment made for the prior vayment for 
the nonexclusive easement, the staff appraiser made an addi- 
tional adjustment by increasing his value slightly over $400 on 
the basis of seme road costs which were not entirely clear. 


The contract appraiser also relied upon four sales, only 
one of which had been used by the staff appraiser. This report 
also did not show how the particular sales were comparable to 
the subject property. The contract appraiser said the sales 
Showed a range of value from $62.50 to $115 per acre and con- 
cluded that the highest sale was the best indication of value 
and used it for determining the value of the subject property. 
He also made an adjustment for the previously acquired non- 
exclusive easement, but the amount of his adjustment was only 
$200. 


Both appraisers treated the easement acquisition as though 
it were an acquisition of the fee except for the downward ad- 
justment because of the previously acquired rights. Both 


-176- 


appraiser: apparently concluded that there were no severance 
damages or offsetting bencfits because they made no adjustments 
Lor either, The contract appraiser did state that the proposed 
road will be available for use for ingress and egress to the 
remaining Property, but failed to show whether this was of any 
Significance in determining the value. The staff appraiser , 
stated "Any severance damare caused by imposition of the ease- 
ment will be offset by General enhancement of the property value 
by the Presence of a good all-weather road." Notes in the case 
file indicate that at the trial there was conflicting evidence 
as to whether there would be an all-weather road. : 


Sh Appraisal Review 


There is no evidence in the file to indicate that the 
original valuations by the staff or contract appraiser were 
reviewed or approved. The revised staff appraisal report, 
which is ona one-page form, was reviewed by another employee 
who signed and dated it. There are no further comments in the 
file concerning any review procedures. 


4. Comments 


What apparently was thought to be a relatively moderate 
valuation problem was, unfortunately for the Government, com- 
pounded into a five figure transaction after the jury heard the 
evidence. There is nothing in the file to. dndicate how mugh 


estimates. After Spending the time and money to obtain two 
appraisals, there apparently was very little done with regard 
to reviewing them. There is no evidence in the file that any- 
one attempted to reconcile the differences between the two 
appraisals regarding the highest and best use or the adjustment 
made for the existing road. Some attempt should have been made 
to resolve these differences. Notes in the file indicate that 
one of the major disagreements at the trial was the question 
of highest and best use. The property owner's witnesses tes- 
tified that in their opinion the highest and best use was for 
rural homesites or Subdivision, which conformed to the con- 
clusion of the staff appraiser. However, at the trial the 
Government used the contract appraiser vwho testified that in 
his opinion the highest and best use was erazing and timber 
land. Perhaps, if there had been a more stringent review of 
the appraisal reports and an attempt to reconcile the differ- 
ences between them the Government might have revised its trial 
Strategy and received better treatment from the jury. 
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Be CASE. SLUDY NOs —5 
(Forest Service Exchange) 


1. Description of the Case 


Case Study No. 5 deals with a rather complicated Forest 
Service exchange involving lands within the Tahoe and Inyo 
National Forests in California. This transaction is identified 
as Forest Service file Sac-212R-269. 


In 1966, after extensive administrative hearings involving 
issues that do not concern this exchange, Mr. 4A received a 
patent from the Federal Government to 160 acres of land within 
the Tahoe National Forest. Prior to the issuance of the patent, 
the Forest Service thought it owned the 160-acre parcel. This 
land, which is located in the Sierra-Nevada Mountains in Placer 
County at an elevation of approximately 5,300 feet, is moun- 
tainous and covered with timber. It is adjacent to the French 
Meadows Reservoir developed by the Placer County Water Agency, 
and after the issuance of the patent, was the only land ad- 
jacent to the reservoir not owned by the Forest Service. The 
Forest Service and the water agency planned to develop exten- 
sive recreational facilities on the land before Mr. A received 
his patent. After the patent was issued it became apparent 
to the agency and Forest Service that a large parcel of land 
within the reservoir area under private control could have de- 
trimental effects on their planned recreational development. 


The possibility of acquiring Mr. A's land was then dis- 
cussed by the water agency and the Forest Service. Mr. A 
offered to sell the property for $235,000. Apparently, at that 
time the Forest Service did not have suffictent funds available 
to purchase the property, so it was proposed that the water 
agency acquire it and later convey it to the Government when 
Forest Service funds became available. However, this arrange- 
ment was not acceptable and consideration was given to acquir- 
ing it through some form of an exchange. 


Eventually an exchange was worked out through a complicated 
four-party escrow involving a title company, the water agency, 
Mr. A and a Mr. B, who eventually became the owner of the 
selected land piven up by the Forest Service in the Inyo 
National Forest. Under the terms of the escrow the water agency 
save the title company $235,000 with which it purchased Mr. A's 
land. The title company then offered to exchange this land 
with the Forest Service for 41.36 acres of land in the Inyo 
National Forest located near the recreational community of 
Mammoth Village in the general area of Mammoth Lake and Mammoth 
Mountain. After the Forest Service approved the exchange, it 
issued a patent to the selected land to the title company in 
return fer the offered land formerly belonging to Mr. A. The 
title company then conveyed the selected land to Mr. B for 
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$242,500, which amount was paid to the water agency. The $7,500 
difference between the amount originally put into the escrow hy 
the water agency and the amount it eventually received was 
viewed as interest to the agency for allowing its funds to be 
used for several months while the matter was in escrow. 


Negotiations for the exchange commenced in the middle of 
1966, shortly after it became known that Mr. A was the owner 
of the offered land. The details for the exchange were arreed 
to by the Forest Service and the four parties in the fall of 
that year and the escrow instructions were executed in November, 
1966. The escrow was finally closed in June, 1967. 


2. The Appraisal Reports 


There were a total of six appraisals made on the two prop-= 
erties involved in this exchange. There was (1) an independent 
contract appraisal in June, 1966, on property which included 
the selected lands, (2) a Forest Service staff appraisal on the 
selected lands sometime between November, 1966, and January, 1967, 
(3) an independent contract appraisal of the timber only on the 
offered land, (4) a Forest Service preliminary estimate on the 
offered lands, (5) a Forest Service timber appraisal on the 
offered land and (6) the Forest Service's final appraisal of 
the offered land. The dates and evaluations in each of these 
appraisals is set forth below: 


Selected USFS Lands 


lp ounes se. 966 Contract Appraisal approx. $250,000 


2. January, 1967 Staff Appraisal 233,000 


Offered Lands (Mr. A's Private Land) 


3. June, 1966 Contract Apvraisal of 

Timber only $ 82,500 
4, June, 1966 Staff Preliminary Estimate 

Land $118,000 + Timber $75,200 193,200 
5. November, 1966 Staff Revised Timber Appraisal 89 ,800 


6. November, 1966 Staff Final Appraisal 
Land $160,000 + Timber $89,800 250,000 


The values finally used in the exchange were the $233,000 
for the selected lands derived from the staff appraisal and the 
$250,000 on the offered land, which was also a staff appraisal. 
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These figures should be compared with the prices pold.and re- 
ceived by tir. A and Mr. B. ‘The escrow instructions show that 
Mr. A sold his offered land to the title company for 4735 ,000 
and =r. B paid $242,500 for the selected land. 


The appraisal of the timber on the offered land was made 
Dy an independent contract appraiser for the Placer County Water 
Agency. The Forest Service appraisals on the offered land were 
made by an employee who identified himself as the "lands 
officer." In his preliminary estimate he determined that the 
value of the land was $118,000 and adjusted the independent 
timber appraiser's value down from $82,500 to $75,200. He 
indicated that this adjustment was based on eliminating certain 
trees having diameters between 16 and 20 inches, which the 
Forest Service official felt were uneconomical to harvest. — He 
also included a safety margin of five percent in calculating 
his downward adjustment on the timber. Having made a prelimi- 
nary estimate of value of $193,200, the appraiser then recommended 
a figure of $170,000 for initial negotiations for acquisition 
of the property. 


The independent contractor who appraised the selected land 
estimated the value of six separate parcels and then considered 
various combinations of these parcels to achieve six separate 
combined value estimates. The boundaries of the land finally 
selected for the exchange were not coterminous with the 
boundaries of any of these six combinations but consisted of a 
portion of two of the parcels that were appraised. The value 
estimates for these six eombinations ranged from a low of 
$296,000 which was for ene parcel only to a high of $472,500 
which was the value of all six parcels combined. If the inde- 
pendent appraiser had applied the same land values used in his 
report to the 41.36 acres actually exchanged, it is éstimated 
that his appraisal for the exchanged land would have been 
approximately $250,000. 


a. Purpose of the Appraisals 


Both of the independent contract appraisals, i.e., that 
on the selected land and that for the timber on the offered 
land - stated that the purpose was to estimate the market 
value. Both appraisers defined market value on the basis of 
the California "highest price" concept. No reference was made 
in the Forest Service appraisals to the purposes or to any 
definition of market value. 


b. Highest and Best Use 


Only the independent appraisal of the selected lands con- 
tains a specific statement on highest and best use. That 
appraiser stated that the highest and best use was for residen- 
tial and commercial purposes. The staff appraiser of the 
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selected lands fd he was in Beneral agreement with the 
contract appratiers' views on highest and best use. ‘he staff 
appraisals on the offered land do not expressly state any 
highest and best use but imply that the land has potential use 


for homesites. 
ec. Area and Site Data 


General area information is covered very briefly stn ald 
of the reports with the most extensive coverage contained in 
the independent appraisal of the selected iand. This presen- 
taticn gives a relatively clear picture of the neighborhood. 
The data on the actual sites exchanged is also quite brief in 
all of the reports and the reader does not get a clear picture 
of the properties involved. 


d. Valuation 


The independent timber appraiser employed both the market 
data approach and a modified income approach based on harvest= 
ing and manufacturing eosts. The income approach he used 
generally follows that prescribed in the Forest Service Manual. 
In the market approach the timber appraiser utilized one sale 
and five offerings, all by the Forest Service, of timber during 
the early part of 1966. He set forth the unit prices in 
these offerings and discussed reasons for sehecting the final 
unit figures which*he uséd to-walte the Subjéét timber. The — 
sources for justifieation of the cost figures used in his 
income approach are not clearly explained. 


The timber valuations by the Forest Servite staff were 
based on the indépendent contractor's appraisal and really 
amount to revisions or adjustments of those figures. In his 
preliminary estimate of value the Forest Service appraiser re— 
vised the contractor's valuation down from $62,500 to $75,200 
but in his final appraisal he adjusted the value upward to a 
total of $89,800. The basis given for this latter adjustment 
was additional sales which had occurred since the independent 
appraiser made his valuation and changes in market conditions. 


The land appraisals relied primarily on the market 
data approach but did employ the income approach in a modified 
form using the estimated development costs and anticipated 
income from lot sales. The contract appraiser's report of the 
selected lands contains eight sales which were used to estab- 
lish unit prices for various types of land, which were then 
applied to valuing the subject land. The discussion of these 
sales presented the essential elements of each transaction, as 
well as a comment on the physical characteristics of the land 
involved. The appraiser also presented his interpretation of 
what the sales mesn in relation to the market but there is no 
extensive discussion relating each sale to the subject property. 
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It should be noted that both the selected and offered land are 
located in market areas where there was not an abundance of 
Sales data. The sales that were available showed great vari- 
ation between properties and prices making it difficult to 
establish any consistent patterns of market. activity. In 
general, the presentation of the sales data on the selected 
land conforms to the illustrations and examples contained in 
the Forest Service Manual. 


With regard to the income approach, the material in the 
contract appraiser's report is relatively brief. The sources 
of data are quoted. There is no detail breakdown of the de- 
velopment costs but only a general discussion of the costs per 
lot and requirements for vrofit margin and overhead. 


The staff appraisal of the selected land is more in the 
form of a review than an appraisal report. The various sections 
of the contract appraisal report are considered with the staff 
appraiser expressing either general concurrence or disagreement 
and making adjustments accordingly. The staff appraisal employs 
the income approach as its sole basis for valuation. The main 
differences between the contract and staff appraisals concern 
the estimates of prices to be obtained from the sale of retail 
lots, the period of time over which the lots will be sold, and 
the financial conditions that existed in the latter part of 
1966. The staff appraiser explained in some detail why he 
differs with the contract appraiser, but neither presentation 
is sufficient to enable one to conclude which is more correct. 


The staff appraisal on the offered land. presented an 
extensive amount of data on 20 sales of undeveloped acreage 
and on sales of recreational lots. Sales of land around 
reservoirs similar to the French Meadows Reservoir where the 
subject property was located were used. The appraiser dis- 
cussed the primary factors influencing value, the general 
characteristics of the market area from which the sales were 
obtained and presented a tabulation of the sales data. All of 
this conforms to the Forest Service Manual requirements. Here 
again, however, the relationship of the sales to the subject 
property is only briefly covered, but there is a good discus- 
Sion on what the sales do indicate in relation to certain types 
of land values and general marlet conditions. The sales of 
acreage ranged from £609 to $2,000 per acre with the majority 
being in the neighborhood of $1,090 per acre. The appraiser's 
overall conclusion of land value on the offered property was. 
$1,000 an acre, The staff appraiser also used the income 
approech wherein he considered the offered property as three 
separate areas with different potential uses, One area of. 
five acres was considered as having commercial potential. 
There is very little data presented on commercial land sales 
ana the appraiser stated frankly that the basis of his con- 
clusions concerning the commercial value of the property was 
amatter of judgment. 
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3. Review Procedures 


All of the valuation material was reviewed by the Forest 
Service regional staff in San Francisco. Apparently two reviews 
were made. One by the regional review appraiser and another 
by the regional land use staff man, The reviews were in nar=- 
rative form and were more in the nature of summaries of the 
valuation reports rather than critical analyses of the proce- 
dures used and conclusions reached. The value estimates pre-= 
pared by the staff appraisers were finally approved as the basis 
for the exchange. 


4, Comments 


The appraisal reports were generally quite well prepared. 
The analyses used by the appraisers were adequately described 
for the most part. However, there are certain aspects about 
this exchange that warrant comment. 


The preliminary estimate on the offered land was prepared 
in June of 1966 and showed a valuation of under $200,000. Most 
of the data that was utilized in the final Forest Service ap- 
praisal of the offered land was available at the time of the 
preliminary estimate, but there is no explanation of why it was 
not used in making the preliminary estimate. 


The sequence of events between the preliminary estimate 
and the final staff appraisal on the offered lands is also 
interesting. The June, 1966 preliminary estimate contained a 
recommendation that negotiations for the property begin at 
$170,000. Shortly thereafter Mr. A agreed to sell his property 
for $235,000, and apparently by August 2, 1966, the $235,000 
amount to be paid for the offered land and the $242,500 for 
the selected land had been agreed to. The exchange offer was 
submitted in tentative form by September, 1966, and escrow 
instructions drafted. The final escrow instructions were 
signed November 7, 1966. However, the final staff appraisal 
on the offered land apparently was not completed until after 
the escrow had been executed. At that time the Forest Service 
appraised the land at $250,000, knowing it had just been sold 
by a willing seller for $235,000. 


It is also interesting to note that as early as June, 1966, 
the Forest Service had an independent appraisal of properties 
which included the selected land. After the actual acreage .for 
the exchange was chosen, the Forest Service did not ask the con- 
tract appraiser to prepare a revised estimate including only 
that acreage, even though the Forest Service was apparently 
well satisfied with the contract appraiser's original report. 

It would have seemed more logical to have the final appraisal 
on the selected land prepared by the same person and on the 
Same basis as the original appraisal. 
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Another interesting fact is that no references or comments 
are found in the staff appraisal reports on either site eeleres 
ring to Mr. A's sale of the offered land for $235,000 or Mr. B's 
offer to purchase the selected land for $242,500. These were 
sales involving the very lands being appraised and should have 
been considered in the market data approach to the evaluations. 
Of course, if these two prices had been considered and found 
to be the real values of the properties involved, the exchange 
could not have been consummated because the Forest Service 
would have been giving up a parcel worth $242,500 in exchange 
for private land worth only $235,000. The law requires the E 
offered land to be at least equal in value to the selected land. 
There is no provision in the laws governing this kind of ex- 
change permitting either the Government or the private party to 
make a cash payment to equalize any difference in land values. 


There is correspondence in the file indicating that the 
Forest Service desired the offered land very much. One letter 
states"aside from the critical need of the offered property 
for recreation, the exchange will result in eliminating the 
only private property in the reservoir area and will restore 
the complete control of the basin, which was efficiently 
consolidated by earlier land exchanges." While the file indi- 
cates the Forest Service's great desire for this property, 
the appraisal reports and other material in the file do not 
adequately explain how the Forest Service got from its pre- 
liminary estimate in June of $193,200 for the offered property 
to its final value estimate of $250,000 some six months later, 
with no reference to the price at which the property actually 
sold in November, 1966, which was $235,000. 


F, CASE STUDY NO. 6 
(AcquiSition of Project Lands 
by Corps of Engineers) 


1. Description of the Case 


Study No. 6 compares the preliminary estimates of 
RT te eee ced values and the final acquisition costs for 
a Corps of Engineers' flood control project. The project is 
identified as Black Butte Reservoir on Stoney Creek, California. 
It consisted of a multi-purpose reservoir located in the foot- 
hills of Glenn and Tehama Counties, approximately 150 miles 
northwest of Sacramento. 


The project required the acquisition of 33 parcels contain- 
ing some 8,900 acres. A total of 71 appraisal reports are 
contained in the case files. Thirty-six of these were prepared 
by the Corps of Engineers' staff appraisers and the other thirty=~ 
five were prepared by private contract appraisers. No attempt 
will be made to discuss each of these appraisals in detail since 
the purpose of this study was to examine the relationship between 
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the preliminary estimates, appraisals and final acquisition 
costs for a project. Table on pages 186, 187, 188 and 189 
shows the preliminary estimates, the appraised values as de- 
termined by both staff and contract appraisers and the acqui- 
sition cost for each of the parcels. 


he Preliminary Estimates of Cost 


The preliminary estimates of acquisition costs for the 
project were presented in a report submitted December 19, 1958, 
by the Corps' district office in Sacramento. The report was 
approved in April, 1959. It contained a general description 
of the proposed project and the physical characteristics of the 
project area, The report contained a detailed tabulation of 
the land classifications in the project area and a discussion 
of the general character of the land. 


The valuation portion of the report made reference to 
the general real estate market and the factors which appeared 
to be influencing values. It contained a tract by tract value 
estimate for land, improvements and severance damages. The 
value estimates were based on an analysis of a selected group 
of sales which were assumed to provide basic indications of the 
market and typical values in the project area. The essential 
facts of the sales selected were compared and their relation-—- 
ship to the land in the project area Was shown. “The staff 
appraiser prepared his. estimates of value for the various 
tracts from this group of sales. Before preparing his esti- 
mates he made an on-site inspection, gatherfhge information 
which apparently was used in valuing the improvements and de- 
termining severance damages. 


The original estimate of acquisition costs was $1,202,040. 
This ineluded the value of the fee interests in land, the im- 
provements, easements, severance damages to remaining proper- 
ties, crop damage and the cost of relocating utilities and 
roads. The preliminary estimates on Table 8 do not include the 
costs for crop damage and relocating utilities and roads, 
Included in the severance damage estimate was the cost of a 
new road to serve the remaining portions of two parcels. She 
cost of this road was estimated to be SUBCEOOO%, 1A contingency 
allowance of 25% was added to the total of the preliminary 
estimates for all the parcels which made the total estimate of 
cost $1,515,050 with crop damage and relocation costs and 
$1,435,141 without those costs. 


Considering the magnitude of the project, the character of 
the land and number of parcels involved, the report on the pre- 
liminary estimate was well done. 
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TABLE 8 


COMPARISON OF PRELIMINARY ESTIMATES, APPRAISALS AND FINAL ACQUISITION COSTS 
FOR LANDS IN CORPS OF ENGINEERS' BLACK BUTTE RESERVOIR PROJECT IN CALIFORNIA 
EE ROJECT IN CALIFORNIA 


Property Preliminary Staff Appraisal Contract Appraisal Acquisition 
No. Estimates of Value Dat@—— amount a oun’ Cost 1/ 
1 $ 17,900 4-59 $ 24,773 3-60 $ 23,641 $ 32,348 
28,100* 
1E ; 413 652 2/ 
} 470* 
2 8,650 
2A 12,300 3-60 7,627 5,600 11,000 
5-59 4,525 
Q 3A 1,275 7-59 1,525 Pa eyo 
a . 2,025 
On 
I 3B 835 3-60 100* 575 
Ww eae 
3c 12-61 2,200 3/ 100 
4 180,600 7-59 135,000 8-59 138,500* 255,000 
6-60 147,000 3-60 150,000 
7-60 155,000* 
5 51,395 7-59 33,542* 3-60 29,180 40,940 
; : 31,568 i 28,600 
6 21,900 " 13,650* 7-59 9,500 21,000 
3-60 19,000* 
7 34,050 12-60 41,860* 1-61 51,000 49,900 
oi an nee Awwo2 FO Ann ays 1_f1 EN nnn 6a QAN 


TABLE 8, Con't. 


COMPARISON OF PRELIMINARY ESTIMATES, APPRAISALS AND FINAL ACQUISITION Costs 
F 


OR LANDS IN CORPS OF ENGINEERS’ BLACK BUTTE RESERVOIR PROJECT IN CALIFORNIA 


Property Prelininary Staff Appraisal Contract Appraisal Acquisition 
No. Estimates of Value Bate Amount Date Amount Cost 1/ 
Oe GP ee eines: init 1 Mer Se ee eee 
9 $ 59,875 1-61 $ 70,00G* $ 84,112 
iY 67,000 
10 95,460 3-60 66,890* 8-59 70,050 89,500 
: 62,030 10-59 70,880* 
11 30,300 1-61 37,10C* 42,000 
4 34,000 
12 2,015 12-60 100 me 520* 480 
Op 13 2,000 ! 380 4 78 Part of 12 
€ 
y 14 7,000 8-59 7,350 8-59 8,000 10,857 
12-59 8,000 
6,550 
4-61 8,075 5/ 
14A 12-61 150 332 
15 5,000 850 6/ 
16 124,225 1-61 100,000 1-61 108,000* 132,000 
17 : 8-59 500 1,790 
12-61 600 
18 7-59 290 8-59 415* 500 
19 1-61 2,000* 2,000 
" 1,500 


19A 6-60 50 50 
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TABLE 8, Con't. 


COMPARISON OF PRELIMINARY ESTIMATES, APPRAISALS AND FINAL See eeamitn 
FOR LANDS IN CORPS OF ENGINEERS' BLACK BUTTE RESERVOIR PROJ 
FOR LANDS IN CORPS OF ENGINEERS BLACK BUTTE RechRv.s Se 


t 
Property Preliminary Staff Appraisal Contract A zaisal Artal 
No. Estimates of Value Date ount Date Amoun + 
1-61 $ 5,660 $ 6,729 
20 $ $ ‘ area , 
21 156,045 3-60 187,062 ab 4 ETC 225,000 
’ = , 
22 261,625 7/ 12-61 153,936* 176,893 
23 1,063 a 315 3-60 440* 450 
50 
= 0 1-61 1,359* l2 
24 94,600 7/ 12-61 ile 18) eb 
25 1-61 58,850 3-61 64,138" 8/ 70,975 
26 1-61 900 900 
2 11-61 200 2,500 
: 2-62 370% 
28 150 720 6/ 
7,233,918 
Totals $1,148,113 $1 ’ 


1,435,141 9/ 


i j ired and severance damage, 
1 Amounts represent the total paid for real estate rights acqu - 
ie any. cue were obtained from current internal audit being conducted at the time the 
file was reviewed. 


2/ Acquisition cost apparently includes an additional $100 for a second easement not clearly 
identified in the appraisal report. 


3/ Value estimate is for properties 3a, b and c. 


TABLE 8, Con't. 


COMPARISON OF PRELIMINARY ESTIMATES, 


APPRAISALS AND FINAL ACQUISITION COSTS 
FOR LANDS IN CORPS OF ENGINEERS! 


BLACK BUTTE RESERVOIR PROJECT IN CALIFORNIA - 


4/ District review appraisers recommended an amount of $55,000 as the approved figure which 


was below the two appraisals. However, the chief appraiser approved the high appraisal at 
$60,000 for negotiations. 


5/ This value estimate represents a total for five separate interests, where the other 
estimates are for three interests only. 


6/ No appraisals for this property were found in the file. 


7/ Preliminary estimates included $92,500 in severance damage, based on the cost of constructini 


a rather extensive road to serve the remaining property. The total cost of the road was divided) 
between properties 22 and 24 as severance damage. 


8/ Valve estimate was a revision of an a 


ppraisal made two months earlier at $62,138 which was 
approved at the division level. 


9/ This total figure represents a 25% contingency, 


which was the factor used in the 
preliminary estimate of real estate costs. 


’ 


*Indicates figure approved for negotiations. 


3. The fppraisal Reports 


Except in two instances noted on Table &8, appraisal reports 
for all the tracts acquired were in the file. ‘We numucr of 
reports for each tract varied from one to five, generally de- 
pending on the magnitude of value involved. These reports were 
rrepared by three staff appraisers and five independent contract 
appraisers. - 


“ne quality of the reports varies. Though a detailed re- 
view was not made of each report, as a whole they appeared to 
be well documented and the value conclusions well explained. 
The reports on the smaller valued properties, those under $1,000, 
were usually in memorandum form with a minimum of descriptive 
data and analysis, though reference was made to value indica- 
tions and the reasons for the value estimates. Generally, 
the appraisers working on the higher valued properties ade- 
quately described the characteristics of the market and their 
effect on the property being appraised. All of the appraisals 
relied predominantly on the market data approach, although 
elements of the cost and income approaches were frequently 
used to support the conclusions obtained through the use of 
the market data approach. 


The appraisals involving easements were not as convincing 
as those involving fees. However, this was probably due to the 
lack of comparative data regarding the value of easements in 
the area under investigation. 


Generally, the sales were discussed in narrative form. 
The analyses and comparisons to the subject properties were 
also usually done narratively, although tabulation and adjust-— 
rent forms were used in some instances. : 


4, Appraisal Review 


All appraisal reviews, except in two instances, were made 
at the district office by reviewing appraisers. In those two 
instances, the appraisals were reviewed and approved at the 
division level by the chief appraiser of the division. The 
review of appraisals of properties valued under $1,000 was 
indicated simply by a stamp saying "reviewed by" and the 
sicnature of the district office reviewing appraiser. On 
higher evaluations, there was normally a one to three page 
memorandum attached to the appraisal report in which the re- 
viewer summarized the appraiser's conclusions, the bases for 
such conclusions and the adequacy of the appraiser's analyses. 
=ne reviewer also set forth his own conclusions as to the 
validity of the value estimate. 


Where there was more than one appraisal for a parcel, tne 
reviewer's concluding statement usually indicated which fijure 
was approved for nerotiating purposes. In most instances, the 
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high appraisal estimate was recommended for negotiations. 

There were three exceptions to this practice involving parcels 
4, 7 and & on Table 8. The person who reviewed the appraisal 
reports on parcel 7 had worred as a staff appraiser in the fielc 
at the project area. In making ‘his recommendation, he apparent-= 
ly employed his own knowledge of values in the area and included 
in his review a statement that "$41,860 is about the most that 
could probably be expected in the present market." For nero- 
tiations, he recommended this figure, which was the low apprai- 
sal. As to parcel 8, a figure was recommended for negotiations 
which was below both appraisal estimates. This is noted in the 
footnotes to the table. Occasionally in the review statement 

a comment was made to the negotiator urging that the lower 
value estimate be used as a starting point for negotiations 

even though the higher appraisal figure was approved for final 
settlement. 


In some instances when the appraisal values did not agree 
and the reasons for the variations were apparent or could be 
determined, the reviewer called attention to the differences and 
stated which estimate appeared to be more valid and his reasons 
for so stating. Generally, the reviews were not critical 
analyses of the appraisals, but appeared to be directed more 
toward determining the technical adequacy and accuracy of the 
value estimates. 


5. Comments 


The preliminary estimates for the properties described in 
Table 8 were made in 1958. The appraisals were commenced in 
the spring of 1959 with the last one being submitted in 1962, 
There is one pending condemnation action still remaining on 
this project, otherwise the real estate acquisition phase has 
been completed. The file indicates that the majority of the 
acquisitions were completed after a declaration of taking was 
filed in the Federal court. Most settlements took Place be=- 
tween 1963 and 1965 with only nine settlements reached prior to 
the filing of a declaration of taking. 


The total of the preliminary estimates of value, as shown 
on Table 8, was $1,148,113 before adding a 25% contingency. 
After the contingency was added the total became $1,435,141. 
These figures did not include any estimates for properties 1E, 
14A, 17, 18, 19, 19A, 20, 25, 26, and 27, all of which were 
small valued parcels. The total of the high appraisals on ali 
of the parcels, including those for which no estimates were 
made, was $1,072,553. This, however, did not include any 
amounts for parcels 15 and 28 for which there were apparently 
no appraisals. The acquisition cost of both of these parcels 
was only $1,000. The total acquisition cost as shown on 
Table 8 was $1,233,918. This 1s $161,365, or approximately 
fifteen percent, above the total of the high appraisals. 
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The acquisition cost was actually very close to the pre- 
iiminary estimate with the addition of the 2597 cortJnrency. 

The preliminary estimate with contingencies, as shown on Table 8, 
was $1,435,141. This figure included $180,000 for s:-verance 
damages to two properties. When these properties were acquired, 
instead of paying severance damages the Corps constructed a new 
aceess road. ‘The cost of that road is not included In the total 
of the acquisition costs. Therefore, in order to pet a proper 
comparison between the preliminary estimates and actual costs 
the $180,000 should be subtracted from the preliminary esti- 
mates. This gives a total of $1,255,141, which’ is very close 
to the acquisition cost of $1 Koo. 918. 


Considering only properties valued in excess of $10, 000, 
the excess of acquisition costs over high appraisals ranged 
from $2,000 or 10.5% in the case of parcel 6, to a maximum of 
$34,500, or 18%, in the case of parcel 41. 

i 

The acquisition costs were audited iby the Government and 
the audit report indicates that for a number of properties 
there was a substantial "deficiency" payment. The "deficiency" 
was considered to be the difference between the amount deposited 
with the declaration of taking and the final acquisition cost. 
however, the amount usually deposited with the declaration of 
taking was based upon the low appraisal. In many cases there 
would not have been a deficiency, or it would not have been as 
ereat, if the high appraisal had been deposited. 


The files do not indicate who negotiated the final settle- 
ments with the landowners after a declaration of taking was 
filed. It may have been the Corps or it may have been the 
Department of Justice personnel. i 


The file shows that in most cases, particularly those 
involving high valuations, more than one appraisal was obtained. 
The one exception concerned parcel 22 with an evaluation in 
excess of $150,000 where there was only ‘one appraisal. 


It should also be noted that for some of the settlements 
an amount in addition to the acquisition cost was paid as 
interest for the period the Government had the property in its 
possession after the declaration of taking but before the 
landowner received any compensation. These interest payments 
mere Nov shown as part of the acquisition costs, but were 
nevertheless Government expenses incurred in acauiring the 
vroperty. 


ae file also shows that several of the properties valued 


under $2,090, or even $1,900, were not acauired by negotiation 
trier tol the time the declaration of taking had to be filed. 
it is possible, in those instances, even though appraisals 


were made, that if some greater settlement authority were avail- 
able, the time, effort and expense to the Government could have 

been minimized by earlier settlement even if at slightly higher 

figures. 
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Ge GSI cece Sart 
(oetLermining Rental Value of 
n levoeable Rirht of Way) 


i.  Descriptvonvon suc ycase 


Case Study No. 7 concerns the determination of the rental 
value of a revocable right-of-way mpranted over national forest 
lands. The case js identified in the Denver office of the 
Bureau of Land lanagement as Colorado 0124073. 


On October 1, 1964, American Metal Climax, Inc., and the 
City of Golden, Colorado, jointly applied for a right-of-way 
under the provisions of 16 U.S.C. § 524. 9/ 


The right-of-way was sought for the purpose of constructing, 
maintaining and operating two dams and tailing pond reservoirs 
in which to deposit and store tailings from the mining and 
milling operation of the corporation and for the later use by 
the city of the water stored in the reservoirs. The corporation 
and the city had entered into a contract under which the cor- 
poration agreed to construct the reservoirs and to convey its 
rights, vltole and INverest Aneehcmecontne sean ya ausule men duia ts 
a 20-year period. 


The property involved consisted of approximately 313 acres 
in the Arapaho National Forest in Clear Creek County, Colorado. 
After an appraisal, the rental value for the right-of-way for 
the first ten years was set at $10,975, all of which was to be 
paid at the beginning of the ten-year period. A right-of-way 
permit was issued May 26, 1965. 


The Federal regulations involving such right-of-way permits 
provide that the charge for the use and occupancy of lands will 
loye)5 

{T]he fair market value of the permit, 
right-of-way or easement, as determined 
by eppraisal by the authorized officer. 


9/ “Ket of February 15, L905, aches 200. Se Soe Scab em Orns 
section reads: "Rights of way for the construction and mainten- 
ance of dams, reservoirs, water plants, ditches, flumes, pipes, 
tunnels, and canals, within and across the national forests of 
the United States, are granted to citizens and corporations of 
the United States for municipal or mining purposes, and for the 
purposes of the milling and reduction of ores, during the period 
of their beneficial use, under such rules and regulations as may 
be prescribed by the Secretary of the Interior, and subject to 
the laws of the State or Territory in which said forests are 
respectively situated." 
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Periodic payments or a lump-sum payment, 
both payable in advance, will be reauired 
ac the discretion of such officer .° . - -10/ 


On Le Appraisal iieport 


The appraisal and rental value estimate was prepared by 
a BLM employee whose title was "valuation engineer" and is 
dated May 7, 1965. ‘The report consists of a four-page memo- 
randvm which briefly describes the location of the property, 
the purpose of the application, the anproach to value, the 
application of the market data approach and an analysis and 
conclusion. 


Under the heading "approach to value" the following para- 
mraph is presented: 


The cost of construction of the reservoir 
dams, tailings pond dams, ditches, pipelines, 
roads, pump stations etc. could be readily 
obtained and the maintenance costs closely 
estimated, but the gross value of the ore to 
be produced depends upon how much ore is 
developed and the market value of the ore 
at the time it is produced. Consequently, 
the value of this project as it contributes 
to the value of the ore produced could not 
be estimated with any realiability until 
sometime during the latter half of the life 
of the Urad mine. For this reason the mar- 
ket data approach is considered more reli- 
able and the most applicable to the value 
determination of unimproved mountain drain- 
age and meadow land. 


Presumably consideration was being given to valuing the 
property on the basis of the income that would be derived from 
the use of the right-of-way, but the appraiser concluded that 
such an approach would not be practical. He decided that the 
market data approach was the most reliable. 


Only two items of market data were used in the analysis. 
One was a sale of land by a private party to the Colorado Fish 
and Game Commission in May, 1964, and the other was a grant of 
a right-of-way from the BLM to American Metal Climax, Ine., one 
of the co-applicants, which was issued in February, 1965. ‘The 
factual elements of the two transactions are set forth with a 
brief description of the character of the lands involved. ‘The 
sale consisted of 240 acres which were sold for $75 per acre. 


10/ 43 C.F.R. § 2234.1-6 (1969). 
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The land involved in the ripht-of-way transaction had been 
appraised at $75 per acre. 


Based solely upon these two transactions the appraiser 
concluded that the market value on the subject property was 
$75 per acre ora total of $23,475. He then concluded that the 
value of the rights to be conveyed, which were a terminable 
interest, were worth 95% of the fee value or a rounded total 
of $22,300 and this figure was set as the rental value for ten 
years. 


At the request of the corporation the rental value was 
discounted to a lump-sum payment on the basis of the ten-year 
period using a seven percent interest rate. ‘This discounting 
produced a single payment of $10,975 as the rent for the first 
ten years. The appraisal stated "The lump-sum payment for 
the ten-year period is computed according to the V BLM Manual 
6.7, Appendix 1" and a mathematical formula for arriving at 
the present worth of the rental value was set forth. The 
appraisal memorandum concluded with the following statement: 


Pursuant to 43 CFR § 2234,1-6(a), the 

charge for the use and occupancy of these 
lands under the regulations .. . should. 
be $10,975 for the ten-year period. This 
rental rate shall be subject to review at 


the expiration of the ten-year tes ee 


Sie Appraisal Review 


The appraisal memorandum was reviewed in the BLM's Denver 
state office by another Bureau employee whose title was 
"reviewing appraiser." The review was dated May 10, 1965, and 
was submitted on the BLM's Review of Appraisal Form. 11/ No 
deficiencies are checked on the form but under the remarks 
section the reviewer stated: 


1. The intended use of Sale No. 1 for 
public fish and recreation should have 
been stated in the report. -2. Sale No. 2 
used in R/W C0120823, should have been 
used as a sale (comparable) in this report. 
It is not very good practice to use 
Government sales or rentals in an appraisal 
report for government use when good private 
comparable sales are available. Right of 
Way Grant No. 1 should not have been used 
in the report. 3. Keport otherwise well 
analyzed and values are supported. 


11/ See Appendix B at B-2 for a copy of this form. 
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Considering the extent of the rnvnraisal memorandum, the 
review comments appear adequate and cover the situation. The 
file does not indicate why the use of the land in "Sale No. 1" 
was of particular sistnificance or wny it snould have been 
stated in the appraisal memorandum. 


) 
t 


4. Comments 


The appraisal report is very brief and the evaluation is 
really based on only one salle. It is impossible to tell from 
the file whether this was because no other sales were available 
or Simply because tney were not sought. The report does not 
show why 95% of the fair market value of the land was used for 
determining the rental for the ten year period. . The rental 
value was determined to be a percentage of the value of the 
land. No attempt was made to determine what the land was 
capable of earning in rent on an annual basis or what compar- 
able lands were renting for in the area. Nor was there 
anything to indicate that the practice in the market area was 
to equate the ten year rental value of land as being 95% of 
itsvfaivry market svalue. 


EE OA SHES UID NaEN Oni 
(Taylor Grazing Act Exchange) 


lL. wDeseription af the Case 


Case Study No. 8 involves a proposed exchange processed 
through the Arizona state office of the Bureau of Land Manage- 
ment. The case is identified as Arizona 035766. 


The original application for the exchange was filed March 
24, 1966, under authority of Section 8 of the Taylor Grazing 
Aet. 12/ The voroponent of the exchange was McCulloch Proper— 
ties, Inc., the owner of approximately 13,000 acres which had 
been acquired for a new development known as Lake Havasu City 
in Arizona. Both the offered and the selected lands were 
located in the desert in the vicinity of this development in 
Mehave County, Arizona. The offered land consisted of five 
parcels containing 326 acres and the selected land consisted 
of five narcels containing 1,307 acres. 


wa fehote ofediunepeo (2934, ch. 6b5,~§ 8, 48 Stat. 1272, as. 
amended 43 U.S.C. § 315¢ (Supp. IV 1968). Section 8 provides 
Saat when the public interest will be benefited thereby, the 
Secretary of the Interior is authorized to accept private lands 
within the boundaries of a grazing district and in exchange 
tnerefore to issue a natent "for net to exceed an equal value 
of surveyed grazing district land or unreserved surveyed public 


Mandsiym Cocesamemsctapes as sc. 
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At the time the application was submitted, the proponent 
furnished the BLM two reports containing estimates of value on 
both the offered and selected land. One of these was an 
appraisial report prepared by a California firm. The second was 
é report prepared by an independent appraiser and consisted of 
a review of the first report with modifications and some new 
conclusions. 


By letter dated ‘fay 26, 1966, the Department of the Interior 
indicated a favorable reaction to the proposed exchange. Nota- 
tions in the case file indicated that most of the available data 
and market activity in the immediate area was created and con- 
scrolled by the proponent of the exchange. Possibly for this 
reason, the BLM expressed some concern over the validity of the 
two reports submitted with the application; and in January 
and February of 1967 the proponent submitted additional comments 
by the authors of the two reports. 


Following an initial review of the two reports by the BLM 
Denver Service Center, the BLM decided to obtain an appraisal 
of its own, which it did in August, 1967. This appraisal, 
prepared by an independent contract appraiser, differed sub- 
stantially from those submitted by the proponent, particularly 
in regard to the value of the offered land. This was apparently 
called to the attention of the proponent and he submitted 
additional information consisting of (1) the retail value of 
certain lots as estimated by the organization handling the 
sales at Lake Havasu City and (2) the cost of lot development 
as estimated by an independent engineering firm. This infor- 
mation was submitted in support of the proponent's original 
appraisal reports and to indicate the inaccuracy of the BLM 
appraisal. These comments from the sales and engineering firms 
were given to the BL! independent appraiser for his review. He 
submitted written comments to the BLM upholding the position 
set forth in his original appraisal. 


Following further correspondence and meetings between the 
parties, the nroposed exchange was rejected by BL™'s Arizona 
state office on February 8, 1968. The proponent appealed this 
decision and on February 12, 1969, the Cnief of the Branch of 
Land Appeals of BLM's Office of Appeals and Hearings issued a 
decision upholding the rejection. This decision is set forth 
in Appendix H of this report. 


PEAL atlsfe: Appraisal Reports 


The de 
ations contar 
wne ten parce 
shown on pare 
total values 


ion on the appeal contains a summary of the valu- 
ined in each of the three appreisal reports for 

s involved in this preposed exchange. These are 
H-? and H-2 of Appendix H. A summary of the 
4 GACH report ais asmiolloms = 
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SUMMARY OF VALUE ESTIMATES | 


fppraisak 1 Anpraisal 2 ypraisal 3 

Proponent) (Prononent) (BLM) 
Selected lands . $2,261,105 $1,666,517 $1,735,000 
Offered Lands PE VOAk 29:0) 15833), 244 770,000 


This tabulation shows where the major differences of 
opinion occurred. It was with regard to the value of the offered 
land. The really significant differences of opinions revolved 
around the value of parcel 7. Appraisal 1 valued parcel 7 at 
$1,562,365. Appraisal 2 valued it at $1,279,830, and appraisal 
SaVicLucGe tea tmont ya e5(5),000g6 All cof the Alissues onthe appeal 
related to the valuation of parcel 7. 


a. Appraisal 1 


This appraisal dated March 28, 1966, was prepared by Allied 
Property Analysts of Los Angeles, California, at the request of 
the proponent. The appraisal firm stated in the report that it 
had done some twenty-four other appraisals in the Lake Havasu 
City area between 1963 and 1965. The introductory material makes 
reference to the library of data available in the appraiser's 
office from the previous work. The report contains a definition 
of market value which is essentially the California definition 
based on the "highest price" concept. 


There is no definitive statement concerning the highest 
and best use of the properties being appraised. The portion 
of the report devoted to the description of the properties is 
extremely brief consisting primarily of a legal description, 
a statement as to the size and shape of the properties and a 
comment as to accessibility. 


The valuation approach used in this appraisal is a modified 
income approach besed upon anticipated use of the properties 
and development costs. ‘The report contains a tabulation of 
sales in the Lake Havasu City area which is about the only 
factual data presented in tne report to support the analysis. 
The figures on the cost.of development per lot, the lot yield, 
the profit margin and discount rates are essentially conclu- 
sions with no explanation of how the figures were obtained. 


No attempt was made to employ the market data approach to 
value the properties involved. ‘The appraiser took the position 
that there was nothing in the way of similar development in 
Arizona or California where comparable sales would be available. 
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b. Appraisal 2 


This appraisal was prepared by Jenkins, Davenport and Hurh, 
ef Phoenix, Arizona, and was dated November 1, 1966. It was 
prepared at the request of the proponent. It was submitted in 
letter form and is really a review of appraisal 1 rather than a 
complete appraisal report. Generally, this report concurs with 
the comments and conclusions set forth in appraisal 1 with 
some exceptions. Appraisal 2 modified certain elements of the 
cevelopment cost analysis used in appraisal 1, such as the num- 
ber of lots that could be obtained from various parcels and the 
period of time it would take the market to absorb the lots. 
There is nothing in this report to show any consideration was 
siven to using the market data approach. 


ec. Appraisal 3 


This report was prepared by J. Leslie Hansen and Son of 
Phoenix, Arizona, at the request of the BLM and is dated 
August 27, 1967. This report follows a more classic format for 
appraisal reports. More detailed information is presented on 
the general area. It contains a statement of market value which 
is said to be that prescribed by the Arizona law, citing 
Mendl v. City of Phoenix 13/ as authority. This definition is 
essentially the same as California's. 


One interesting item appears in the statement of highest 
and best use. This appraiser assumed that approximately eighteen 
acres of the offered land would be dedicated for highway and 
street purposes and therefore assigned highway and street uses 
2s the highest and best use for those properties and gave them 
no value. However, as a whole, the statement of highest and 
best use is merely a conclusion with little explanation as to 
its bases. 


this appraisal relied solely on the market data approach 
to valuation. It utilized sales of acreage in the vicinity of 
Lake Havasu City as well as sales in the general Colorado River 
development area. This appraisal did not employ the income 
approach based upon development costs as was done in appraisals 
1 and 2. Included in the market data approach are both sales 
of acreage and individual lot transactions. The-.sales are 
tabulated into various categories showing their essential fea- 
tures, The acreage in the sales varies from 22 to 640 acres 
with unit prices between $206 and $1,000 per acre. 


After presenting the sales data, the report presents a 


correlation and conclusions of value. While some variations 
Ni 


13/4 laheda, -351s° 1B P 2d 27) (1643), 
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in sales are noted, there is no convincing explanation of how 
tne appraiser pot from the data to his conclusions. 


As indicated by the summary of the value estimates, there 
were major differences in the conclusions reached in the three 
reports. There are perhaps two major reasons for these sub- 
stantial differences. irst, appraisals 1 and 2 were vased 
solely upon a modified income approach which relied almost 
exclusively on activities that had occurred in the Lake Havasu 
City area, while appraisal 3 relied solely on the market data 
approach. The BLM appraiser (appraisal 3) contended that there 
were comparable sales availaple while the other two appraisers 
took the position there was nothing in the way of similar 
development which produced sales that were comparable. The 
resulting impression one gets from reading the reports is that 
in appraisals 1 and 2 Lake Havasu City is the sole criteria for 
value to the exclusion of all else. In appraisal 3 Lake Havasu 
City is perhaps underemphasized, though the appraiser did 
comment’ on the success of the development. 


The second reason for the differences appears to lie in 
the appraisers' opinions of the character of parcel 7. ‘The two 
appraisals submitted by the proponent treated parcel 7 in the 
same general way that the other parcels were treated. They 
assumed it would and could be developed at just slightly more 
cost than the other parcels and that its overall value would not 
vary substantially from other lands in the Lake Havasu develop- 
ment. It was in support of this contention that the proponent 
submitted the additional information from the sales and engi- 
neering firms expressing their opinions of the retail lot prices 
and lot development costs with regard to parcel 7. 


An illustration of the differences of opinion with regard 
to parcel 7 is shown in the decision in Appendix H. It is 
pointed out there that the report on appraisal 1 stated: 


Parcel 7 is not accessible, at the present 

time, via any well maintained roads. How- 

ever, the proposed State Highway is scheduled ; 
for completion by June of 1967. i4/ | 


The decision states that this report fails to indicate that 
varecel 7 lies approximately one-half mile south of the proposed 
highway over rough terrain and that even after the highway is 
completed, parcel 7 will still be inaccessible. 


14/ See Appendix }i at Hed, | 
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fopraisal veview Procedures 


Yrom the information in the files it appears tnat most of 
the appraisal reviews were curried out at BLY'’s Denver service 
center. Appraisals 1 and ? were first reviewed in iliovember, 
1966. They were rejected, according to the reviewer, because 
the valuation approach was not adequately explained and there 
was a general lack of explanation of various matters in the 
Pe morinsr. 


Thereafter additional information was submitted by the 
proponent regarding lot prices and lot costs and appvaisals 
1 and 2 were reviewed again by the Denver service center in 
March, 1967. This review included a short field INS PECELON 
The comments on this review were not directed specifically 
toward the appraisal reports, but more toward the appraisal 
problems and the character of Lake Havasu City. The comments 
contained a general conclusion that it did not appear that 
the Government would be getting land as good as it would be 
exchanging. There was a final recommendation that BLM hire 
an independent contract appraiser. 


Appraisal 3 was apparently submitted to the Director of 
the Bureau of Land Management without any previous review .at 
lower levels. The Director's office sent the report back to 
the state director stating that appraisal 3 could not be 
approved because it did not meet the standards of the Depart-— 
ment of the Interior. The major criticism was the lack of 
analysis set forth in the report and the lack of correlation 
of sales. The letter returning the report said: 


When an appraisal is to be submitted to 
the Director for secretarial approval or 
for any other reason, it should be 
thoroughly reviewed by your office first. 
If, in your opinion, it does not meet 
the departmental standards, the deficiency 
should be corrected before submission to 
Washington. 


Thereafter a supplement to appraisal 3 was prepared. The 
report was reviewed again in January, 1968, this time at the 
Denver service center. While the report with the supplement 
was still suestioned in many respects and the reviewer indicated 
it could have been more convincing, he did state that the supple- 
mental report should be acceptable to the Department of the 
Intertor’s 


The most critical analysis or review of the three ap- 
praisals is that set forth in the appeals decision in Appen- 
Gix H. Considering the magnitude of the values involved in 
this proprosed exchange, it seems that such a critical analysis 
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should have been contained in the reviews made by the staff 
before the application was rejected and the matter was appealed. 


4, Comments 


This case involves a peculiar market area. The market was 
influenced py the proponent's large land development in the area. 
In many ways this development.established and controlled the 
market area, The absence of comparable sales of acreage in the 
immediate area was certainly a problem for all of the appraisers. 
Appraisers 1 and 2 concluded there simply were no comparable 
sales and discarded the market data approach. They emphesized 
a different approach involving development costs and antici- 
pated sales. Their entire evaluation approach was based upon 
the ultimate amount that could be realized from the sale of 
the land as developed lots. Their reports do not indicate that 
they gave sufficient consideration to what a prospective pur- 
chaser would actually pay for raw acreage. Their whole approach 
was based on developed lot prices less development costs and 
an unsubstantiated profit and risk factor. 


While this case is perhaps an extreme situation, it does 
illustrate some of the problems that can be encountered in an 
area where market conditions are unsettled, unique or peculiar 
to the particular location. Because such markets frequently 
exist in undeveloped areas and mountain or recreational regions, 
they may be encountered frequently in matters involving public 
land. In such situations there undoubtedly will be instances 
where it will be difficult to obtain appraisals that are in 
close agreement concerning the value of the lands involved. In 
such instances the judgment of the individual appraiser has a 
greater affect on the final evaluation conclusions than may 
be the case in very stable markets where the problems are not 
unique, 
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(ee NS OLUUIOY my Oa eae 
(Sale to Munieipalitics) 


lr Lescription of the Case 


Case Study ilo. 9, identified in the Bureau of Land 
wanagement files as Riverside 04108, involved the sale of 
surface and mineral rights to the City of Needles, California 
pursuant to two special acts of Congress . MThe first act 15/ 
euthorized the Secretary of the Interior to sell approximately 
340 acres to the City of Needles with the purchase price to be 
"an amount equal to the fair market value plus the cost of any 
appraisal of the lands as of the effective date of this Act as 
determined by the Secretary after the appraisal of the land by 
contract appraisal or otherwise. .. ."16 / That act also 
provided that the mineral rights should be reserved to the 
United States. 


The second act 17/ authorized the Secretary of the 
Interior to convey the mineral rights to the city "upon payment 
by the grantee of the fair market value of the interest con- 
veyed, as determined by the Secretary of the Interior, plus 


the administrative costs of such conveyance." 18/ 


The land which Congress authorized for sale to the city 
consisted of seven parcels. Two of the parcels had improvements 
consisting of old residences, a ball park and a highway main- 
tenance yard. BLM"s Riverside office had an independent ap- 
praisal made of the seven parcels which was submitted July MBS 
1963. This report indicated the value of all seven parcels 
to be $158,869 excluding the mineral rights, but including 
certain rights claimed by the State of California in one of 
the parcels. The estimated value for the seven parcels, ex- 
cluding the rights claimed by the State was $130,169. On 
May 20, 1964, the property was officially offered to the city 
at the appraised value. The city had previously deposited with 

Lil the cost of the appraisal. 


The mineral rirhts were appraised separately in a report 
submitted January, 1959. The estimated value of those rights 
was $430. 


15/. Act of Octover 5, 1962, Pub. L.. 87-752, 76 Stat. 749. 


16/ Id. 


17/ Act of Wovember 15, 1967, Pub. L. 90#138, 81 Stat. 463. 


18/ Id. 
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As of iiay 16, 1969 the city nad acquired or was in the 
process of acquiring five of the parcels containing 240 acres. 
‘he appraised value of those varcels was $36,200 exclusive of 
the minerals, The purchase price indicated by the records in 
the file was $35,200 with no explanation riven for the $1,000 
difference. The purchase price for the mineral interests in 
the same parcels was $310, whereas the appraisal for the same 
mineral rights was $297.50. 


pas Appraisal keports 


The July 15, 1963 appraisal reports on the surface rights 
indicated that the land was valued as of October 5, 1962, as 
required by the statute. The report stated that the purpose 
of the appraisal was to estimate the market value of the fee 
interests, subject to the reservation of the mineral rights 
specified in the act. The report defined market value by 
reference to the California law. 


The report contains a good statement of the physical and 

- economic characteristics of the area where the properties are 
iocated. This is followed by a statement on the valuation 
approach used. The appraiser selected the market data approach 
and explained why the cost and income approaches were not used. 


The appraiser used 17 sales for comparison purposes. The 
size of. the sales ranged from slightly ever one-half acre to 
two hundred acres and the transactions occurred between March, 
1957 and June, 1963. There is a tabulation which shows the 
essential facts of each sale and rates them according to five 
variation factors. These are location, access, topography, 
wash hazard {(flooding),.and environmental influences. ‘The 
extent of the variations is described by the use of words such 
es "same", "similar", and "sunérior" rather than percentage 
adjustments. The appraiser then presents a narrative analysis 
of the market data in which he compares the arrropriate sales 
to the parcel or parcels being appraised. 


The next section of the report presents a description and 
value estimate for each of the parcels being appraised. It 
Sets) porth the legal description, size, location, access, 
utilities, zoning, highest and best use and improvements, if 
any, uCr cach parcel. VAllVof this is done auite-coneisely , 
cut adequately. The statements on highest and best use 
indicate what factors were considered both in relation to the 
physical features of the property as well as the market 
conditions. 


Gn the parcel subject to the claim of the State of 
aS 


e 
Californin, the appraiser set forth his investigation of the : 
elaim and his conclusion that it was valid. He also considered 
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the possibility of the State relinquishing the claim, which 
ne concluded was improbable. He then arrived at a value 
estimate of the parcel suodject to the claim, but the report 
does not clearly indicate how he arrived at this estimate. 


The mineral appraisal, which concluded that the value 
of all of the minerals was $430, consisted of a three page 
report plus an appendix. ‘ihe appraiser discussed the practices 
of the San Bernadino County Assessor's Office with rerard to 
assessing mineral rights for taxation purposes. ‘the appraiser 
stated that where the mineral reserves have not been proven 
they are appraised at between one and four dollars per acre 
and then assessed at twenty-five percent of the appraised 
value. The county assessor's office apparently indicated to 
the appraiser that the owners of such mineral rights would 
not pay taxes on higher values. 


The report also shows that the appraiser interviewed 
personnel with the San Bernadino Redevelopment Agency, the 
United States Forest Service, the United States Geological 
Service and the California Division of Highways with regard 
to their opinions of mineral right values. He then made his 
estimate of value based on the information obtained from these 
interviews and from the assessor's office and concluded, "these 
are the best indications available of the whole mineral rights 
to the subject property." There is no direct relationship ~ 
shown between the information gathered and the final recommen- 
dation on value. It appears that the ultimate conclusion was 
simply a matter of judgment based on information obtained by 
the appraiser. 


Bie The Review Procedures 


The only indication that any of these reports were 
reviewed is contained in the title sheet of the mineral report. 
It shows that a "technical review" and a "management review" 
were performed by persons who signed the title sheet. There 
is no indication of a review of the appraisal of the surface 
rights. 


4, Comments 


While not all of the property offered to the City of 
Needles by the Act of Congress has been purchased by the city 
to date, the transactions that have taken place appear to 
conform to the requirements of the act. The appraisal report 
on the surface rishts was well prepared. It contained a brief 
but adeauate analysis of the sales and showed their relation- 
ship to the properties being appraised. 
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The valuation of the mineral rights apparently was based 
upon opinion and practices in the general area, The report 
indicates that such mineral rights are an intangible commodity 
and perhaps have some nuisance value which various parties or 
agencies find necessary to value for different purposes. There 
is information in the file indicating that there were no valuable 
mineral deposits on the lands involved. In view of that state- 
ment and the fact that the mineral rights for the entire 340 
acres were appraised at only $430, there is a question of 
whether it was worth the effort and expense of having the 
mineral appraisal, 


Jie CASES LUDLENO. tO 
(Forest Service Exchange) 


1. Description of the Case 


Case Study No. 10 involves a Forest Service exchange of 
lands in the Tahoe and El Dorado National Forests in the vicinity 
of Lake Tahoe, California and is identified as Forest Service 
File Sac-077648(5430 Exchange). 


The offered land consisted of an old Lake Tahoe resort 
known as Camp Richardson, containing 111.64 acres and extensive 
improvements including those formerly used for hotel, restaurant, 
store and service station purposes. Shares of stock in a mutual 
water company that served the resort were also included as a 
part of the offered property. The selected lands consisted of 
two separate parcels containing 163.29 acres and known as the 
Al Tahoe and Cedar Flat tracts. The Cedar Flat parcel was a 
Summer home tract of approximately 135 lots, the majority of 
which contained residential improvements built pursuant to 
Forest Service use permits. A part of the Al Tahoe tract was 
also devoted to summer homes under use permits, while another 
portion was being used as a school site by the Lake Tahoe 
Unified School District under a thirty-year lease from the 
Federal Government. 


The homeowners and the school district were interested in 
acquiring title to the lands they were using and the owner of 
the resort wanted to sell its property. The file does not 
indicate what negotiations, if any, took place among the various 
parties, but eventually the mechanics for an exchange were agreed 
to. The homeowners in each tract established a homeowners 
association and these associations and the school district 
entered into an agreement with a title company whereby the 
title company acted as the proponent in the exchange. The 
owner of the resort also deeded its property to the title 
company so the titie company could exchange it with the United 
States for the selected lands. Under a multi-party agreement 
the homeowners associations and the school district agreed to 
purchase the selected lands from the title company when patents 
were issued, and presumably that purchase money was paid to the 
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owner of the offered land. Thus, the homeowners and school 
district paid cash and got title to the Federal lands they were 
using. The Federal Government gave title to the selected lana 
and obtained the offered lands and the resort owner gave the 
offered land and got cash. The exchange was completed in 


2a = iets Appraisal Reports 


There were a total of five formal appraisals made on the 
three properties involved in the exchange. Three appraisals 
were prepared on the offered land and one each on the parcels 
of selected lands. Four of the five appraisals were made by 
contract appraisers, while the fifth one was made by a Forest 
Service staff appraiser. Only the land appraised with regard 
to the selected lands, as the improvements belonged to the 
school and homeowners and not the Federal Government and there- 
fore were not exchanged. However, the improvements on the 
offered land were appraised and included in the exchange. In 
addition to the formal appraisal reports, the independent 
appraiser who made one of the appraisals of the offered land 
was retained by the Forest Service to prepare a review and 
correlation of all three appraisals on the offered land because 
of the wide divergency between two of them. The dates and 
value estimates in each of the appraisals and the correlation 
report are set forth below. 


Selected USFS Lands 
1. Aug., 1962 Forest Service contract appraisal 


of Cedar Flat tract $ 420,000 
2. Dec., 1963 Forest Service staff appraisal 
of Al Tahoe tract 580,000 
ee a eed 
Total $1,000,000 


Offered Land 


3. June, 1962 Property owner's contract appraisal 
- $1,400,000 for real property, 
including $65,000 attributed to 
water facilities and sewers, plus 
$40,000 for a life estate in one 
residential structure $1,440,000 


4. June, 1962 Forest Service contract appraisal 
~ $825,000 for real property, 
including $45,000 for water company 
stock $825,000 


5. Apr. , 1963 Forest Service contract appraisal 
- $865,000 for real property, plus 
$10,500 for a life estate in one 
residence and $24,100 for water 
company shares $899,600 
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6. June, 1963 Correlation report by appraiser 
who made appraisal 5 above $900,000 
to 
$1,080,000 


'The values finally placed upon the properties for purposes 
of the exchange were $1,027,000 for the offered land and 
$1,000,000 for the selected lands. With the exception of 
appraisals 1 and 5, the reports generally contained adequate 
descriptive and factual data with appraisal 4 being the most 
complete in this regard. The appraiser for appraisal 5 was 
instructed to rely on certain physicai and descriptive data 
contained in appraisal 4, which accounts for the lack of such 
data in that report. 


The material in some of the reports relating to the pur- 
pose of the appraisals, the highest and best uses of the 
properties, definitions of value and dates of valuation is not 
presented too clearly, but the weaknesses in these areas are 
not particularly significant to the major issues in this case 
study. With the exception of appraisal 3, the reports contain 
adequate amounts of data on comparable sales within the general 
area of the selected and offered properties. The extent to 
which the sales data are related to the properties being 
appraised varies from report to report. 


a. Highest and Best Use 


Appraisal 1 discusses the highest and best use of the 
Cedar Flat tract in some detail and concludes that residential 
development, which is the existing use, is the use to which 
that property is best adapted. However, the appraiser makes a 
statement that the property has not been developed to its 
highest and best use, but does not explain the relationship of 
this statement to his eonclusions concerning highest and 
best use. Appraisal 2 of the Al Tahoe tract also concludes that 
residential subdivision is the highest use for that property and 
the conclusion is adequately explained. 


The three appraisals on the offered land are in general 
agreement that the highest and best use of that property is 
for subdivision development and related commercial uses. 
Except for appraisal 3, the reasons for these conclusions are 
adequately set forth. The reports vary with regard to the 
significance of the improvements in establishing the highest 
and best use of the property. 


b. Valuation 


All appraisals, except 4, rely primarily on a modified 
income approach based on the development and sale of lots, but 
they also rely to some extent on comparable sales, particularly 
in valuing those areas adaptable to commercial use, and on a 
cost approach in valuing the improvements. Appraiser 4 bases 
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his value analysis on comparisons with acreage sales in the gen- 
eral area. Most of the appraisers agree that there was great 
variation in the market data available within the area and it 
was apparently difficult to determine the significant value 
influencing factors. 


Appraisal 1 of the Cedar Flat tract contains a relatively 
brief valuation analysis. The data on which the analysis is 
based are clearly set forth. The comparable sales used are 
related to the portions of the offered property to which each 
is particularly comparable, but the analysis of the compar- 
ability is not always extensive or convincing. The appraiser 
draws indications of value from available dats on overall 
acreage prices, front foot prices on lake frontage, and lot 
prices. His conclusions of value are based essentially on 
comparisons of sales data from both acreage and developed lots. 


Appraisal 2 of the Al Tahoe property presents ample market 
data and a good discussion of market activity within the area 
of the property appraised. The appraiser's primary analysis 
concerns itself with the summer home tract portion of the 
property. He arrived at two value indications using an acreage 
comparison and a modified income approach based on the sale of 
developed lots. The analysis and computations are well set 
forth with the only weakness being a lack of indication of how 
certain figures were achieved in the income approach. In 
valuing the sehool site, the appraiser relied on the per acre 
value achieved for the summer home lots. He used this per 
acre value in calculating the fee value of the school site, 
which was then discounted, using present worth factors, to 
reflect the value of the property subject to the school dis- 
trict's lease. 


The three appraisals on the offered property all explain 
why it should not be valued entirely as resort property and 
why its best use is for residential and commercial development. 
This is particularly well done in appraisal 4, 


Appraisal 3, which was prepared at the request of the 
owner of the offered lands, is very concise. The physical 
description is generally adequate, but the main weakness is in 
the presentation of market conditions and in showing the rela- 
tionships between the rather limited valuation data used and 
the offered property. The presentation of sales data is also 
brief and very general. The value conclusions are based on a 
proposed subdivision development for most of the property with 
some commercial uses of other portions of it. The estimate of 
value is achieved by consideration of the income to be derived 
from the sale of residential lots less the costs and profits 
necessary to develop and dispose of the lots. However, there 
4s little discussion to show how the lot sale prices were 
achieved or the cost and profit factors developed. The come 
mercial land is also valued by this same income approach. 
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To the estimates of land value achieved by this process, 
the appraiser added the value of certain buildings, primarily 
those capable of continued commercial use, the value of road- 
ways and the water system and sewers. The physical structures 
were valued on a cost approach, and although the appraiser 
implies that there is depreciation present, it is not clear 
from his report whether the conelusions of value for the improve= 
ments represent cost new or the depreciated value. 


There is no discussion as to how appraiser 3 achieved the 
$65,000 value for the mutual water company stock, and the value 
estimate on the dwelling subject to the life estate is nothing 
more than a statement that it is worth $40,000 with no expla- 
nation of how this was achieved. It is also not cleer whether 
this latter represents market value free of the life estate or 
market value subject to the life estate. 


As previously noted, appraisal 4 contains the greatest 
amount of descriptive market data. This appraiser gave good 
coverage to market conditions and the problems of highest and 
best use with regard to the property. In arriving at an 
estimate of land value he relied solely on a comparison with 
acreage sales in the general area. The discussion of compar- 
able sales is concise and the appraiser related the character 
istics of each sale to the property being appraised. The 
major problem encountered in using this approach was the great 
variation in physical characteristics and price levels of 
properties within the Lake Tahoe area. In some instances, the 
appraiser found it necessary to state that the property being 
appraised was worth twice as much per acre as the particular 
comparable sale. Where market conditions such as this exist, 
the appraiser is faced with a difficult problem and his 
explanation and reasoning process should be particularly well 
set forth. Also, consideration should be given in such cases 
to other valuation approaches which was not done in this 
instance. 


Appraiser 4 used a cost approach for valuing the improve- 
ments on the property and included a value for all existing 
improvements and not just -those which might be retained for 
commercial uses. After making his estimate of market value 
for all the property, he proceeded to discount it for certain 
deferred rights of use and possession, but his report does not. 
make it entirely clear why this was done. 


Appraiser 4 discussed the water company facilities and 
concluded they should be valued essentially on the basis of 
their replacement costs and reached a value estimate of 
$45,000. He valued the residence subject to the life estate 
by using the cost approach and determined that the value was 
approximately $36,000, This figure is apparently included 
within the total value estimate and it is not clear whether 
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it represents the value for the ‘fee interest or a value for 
the property subject to the life estate, 


Appraisal 5, as mentioned above, relied to a great extent 
on descriptive data presented in appraisal 4. It does present 
a lengthy discussion of the characteristics of the area, 
particularly market conditions, and consideration of the uses 
of the property is explained in detail. The primary method 
used for valuing the property is a modified income approach 
presuming development of the property for residential uses for 
the most part. The major shortcoming of appraisal 5 is the 
lack of sufficient information on how certain cost estimates 
were achieved, The valuation of that portion of the property 
Suitable for commercial use, as well as the valuation of cer- 
tain marsh lands included in the property, is based on a com- 
parison of comparable sales and in part on an income approach, 


In using the modified income approach, appraiser 5 dis- 
cussed the problems of marketing and the need to allow suffi- 
cient time for the market to absorb the land. He also noted 
that it would take time to develop and dispose of the lots. 

He concluded it would take three years to sell the lots and 
discounted the expected return from the sale over this absorp= 
tion period. It is interesting to note that no such allowance 
for an absorption period was provided for in appraisal 3. If 

a Similar discount had been applied in appraisal 3, the value 
estimate would have been approximately $1,070,000, giving a 

much closer and more reasonable range between appraisals 3 and 5. 


As was the case in appraisal 3, appraisal 5 valued only 
certain of the improvements, namely those which the appraiser 
considered compatible with the highest and best use of the 
property. : 


With regard to the water system, appraisal 5 did not 
value the existing facilities but rather determined the cost 
of obtaining water from another source and used that figure 
for the value of the existing works. In appraising the 
residence subject to the life estate, the cost approach was 
used and a good explanation of the value attributed to the 
property free of the life estate and the value subject 
to the life estate was given. The value estimate of the 
property subject to the life estate is $10,500. 


ec. Correlation Report 


The appraiser who submitted appraisal 5 was retained by 
the Forest Service to make a review and correlation of all 
three appraisals on the offered property. In his correlation 
report he discussed at some length its purpose and the diver- 
gencies in the three appraisals. He quoted from various 
appraisal publications on why variations may occur and some- 
times be justified. He discussed the areas of agreement 
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between the three appraisals and presented a summary of the 
valuations and a brief commentary on the premises and analyses 
used in each appraisal. While the correlation report did not 
ignore appraisal 4, most of it is devoted to appraisals 3 and 

5 because of the similarity in the valuation approaches used in 
those two. 


The report states that some of the differences between 
appraisals 3 and 5 result from different views concerning the 
extent to which the improvements would be compatible with the 
highest and best use determined by each appraiser. Also, the 
report noted that appraisal 3 did not give any consideraticn to 
the period of time necessary for the market tc absorb the lots 
that could te developed from the property. Recognition of an 
absorption period was given in appraisal 5 and, as previously 
noted, if a similar absorption period had been applied to 
appraisal 3 and the retail return discounted for that period, 
the final values in the two appraisals would have been much 
closer. 


In the correlation report the appraiser concluded that 
the retail return could well be somewhere between the estimated 
values in appraisals 3 and 5. He therefore averaged the retail 
returns shown in those two appraisals, discounted the average 
over a three-year absorption period and concluded an upper 
range of value of $1,080,000. This value included an estimate 
for the interest in the water company and the residence subject 
to the life estate. His lower range of value was determined 
to be $900,000. 


3. Review Procedures 


All of the appraisals and the correlation report were 
reviewed by the Forest Service regional staff in San Francisco. 
The report of the review is in narrative form with a rather 
extensive discussion of the five appraisals. The report 
reviewed what was done in each appraisal and considered the 
‘possible reasons for the variations in the appraisals of the 
offered land. The reviewer calls attention to the major 
problems faced by the appraisers, comments on some of the 
causes of these problems, and attempts to reconcile the 
differences in the appraisals and indicate which value estimates 
are considered best supported. The reviewer took excerpts from 
portions of appraisal 5 and using a value estimate he had pre- 
pared himself for the portion of the property suitable for 
residential development concluded that an acceptable estimate 
of value for the offered property was $1,027,000. 


It is obvious from reading the review report that the 
reviewer had personal knowledge of the general area and was 
able to use this in determining the reliability of various 
portions of the appraisals. He did a commendable job in 
describing what appeared to be both the realistic and the 
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unreasonable portions of the various appraisals. The reviewer 
also discussed the correlation report and the reasons why 
appraiser 5 was selected to do it, which apparently was prin- 
cipally due to matters of time and efficiency. The reviewer 
recognized the potential problems in having one of the 
appraisers also do such a correlation. 


4, Comments 


A review of this case requires comments on three matters. 
The first involves the content and presentation of the apprai- 
sal reports, the second the desirability of using the same 
appraiser for both the offered and selected lands in exchanges, 
and the third the use of a contract appraiser to review and 
correlate the various appraisals. 


The appraisals in this exchange vary widely in their 
content and the adequacy of the analysis. With regard to the 
offered land the final conclusions of value also varied greatly. 
As in all appraisals the reasoning process employed by the 
appraiser and his ability to explain his reasoning is of prime 
importance. This is the area where there is substantial vari- 
ation in the reports. For instance, the explanation of the 
appraiser's reasoning with regard to the data used and the cone 
clusions drawn therefrom is rather briefly presented and 
difficult to follow in the appraisal of the Cedar Flats tract. 
Of all the appraisals, appraisal 5 appéars to be the most 
thorough in this respect. That appraiser pointed out the 
difficulties encountered in the particular market area and how 
they affected the property being appraised. He went into 
considerable detail in discussing the market conditions and 
what the data obtained meant in relation to the property being 
appraised. He pointed out possible problem areas and how they 
could affect an appraiser's ability to determine value. 
Appraiser 5 not only presented his interpretation of the data, 
but also explained how the final conclusion of value could be 
different if reasoning other than that which he used had been 
applied. Inasmuch as an appraisal is a decision making tool, 
this information should have been particularly useful to his 
client in this situation. - 


None of the other appraisals contained as adequate an 
explanation of the appraiser's reasoning process as appraisal 5. 
Appraisal 4 is particularly lacking in giving any justification 
for relying exclusively on the market data approach without any 
attempt to use either the cost or income approaches as a tool 
to verify the reliability of the results obtained from the 
market data approach. 


The second area worthy of comment, which is emphasized by 
this and some of the other case studies, is the advisability 
of using the same appraiser for both the offered and selected 
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lands in exchange transactions. The person that reviewed the 
appraisals in this case study noted in his comments that an 
appraisal is to some extent a personal product which is neces- 
sarily influenced by the philosophy of the appraiser. The re- 
viewer pointed out that sometimes one appraiser is somewhat 
conservative in nature while another may be more Liberals, 


When appraisers with different philosophies are used there 
is apt to be some difference in value estimates regardless 
of how objective the particular appraisers trys tO bes dani the 
present case there were single appraisals by different parties 
on each of the two selected tracts. Consequently there was no 
variation in valuation, but we do not know whether both apprai- 
sals were prepared by persons having the same philosophy. With 
regard to the offered land there were three appraisals by three 
different parties and the results were rather startling. What 
value each of those appraisers would have given to the two 
parcels of selected lands will never be known. 


If selected and offered lands proposed for an exchange are 
to be valued from the same viewpoint, it may be desirable 
that one individual make both appraisals. We do not intend to 
imply that difficulty was encountered in this case because 
different appraisers were used. Our only purpose in this 
comment is to point out that consistency may be difficult to 
achieve if one property is appraised by one person and the 
second property by another. If one appraiser is used to value 
both properties for an exchange, regardless of the dollar 
amounts of the final value estimates, the conclusions should 
at least be consistent and the administrative authorities 
better informed with regard to the relative values of the two 
properties. 


The third area requiring comment, and perhaps the most 
unique aspect of this case, involves the use of a private con- 
tract appraiser to review and correlate the value estimates 
produced by the various appraisals. Certainly the use of such 
a procedure can be very beneficial, particularly in cases such 
as this where there is a wide variation in appraisals. Any 
governmental agency considering an exchange has to be concerned 
about reconciling wide variations in appraisals before making 
a final decision on whether to consummate the exchange. The 
use of an outside contract appraiser to review and correlate 
the differences should result in less criticism than might occur | 
if a staff person is used to make the correlation. However, in 
this case the person selected to make the review was the same 
person who submitted one of the appraisals. This raises the 
question of how objective he was able to be in reviewing his 
own appraisal and attempting to correlate it with those made 
by others. It might have been better to have selected an 
independent appraiser who had not previously appraised the 
offered land to correlate the differences in the appraisals. 


-214- 


CHAPTER 6 


PROBLEM AREAS 


In 1968, over 50,000 appraisals were made by or for the 
Federal Government. The majority of these were made in con- 
nection with acquisitions of property, while the remainder were 
for exchanges or disposals. Presumably, most, if not all, of 
the appraisals were used by some administrator as a basis for 
a decision concerning real estate. In the case of acquisitions, 
appraisals were used to determine whether to go forward with 
proposed projects, whether to acquire particular parcels of 
property cand how much to offer an owner for his property. In 
exchanges, the appraisal values were used to determine whether 
the proposed exchange could legally be made; and if so, whether 
it was desirable to do so. Appraisals were also used to make 
similar decisions regarding disposals. 


In addition to the thousands of appraisals made by 
Federal agencies, the Federal Government is vitally interested 
in the appraisal practices of state and local governments which 
acquire lands for federally assisted projects such as the inter- 
state highway system. Because the Federal Government is in- 
volved in so much appraisal activity, consideration must be 
given to any problem areas that May exist. Some of the prob- 
lem areas revealed by this study that should be considered by 
the Public Land Law Review Commission are discussed in this 
chapter. In the following chapter alternatives for solving 
some of these problems are considered. 


A. Some Statutory Problems 


As shown in Chapter 2 and in Appendix A, there are many 
statutes governing the acquisition, exchange and disposal of 
land by Federal agencies. The language on valuation in these 
statutes is far from uniform and is often vague. Yet the 
definition of value used in an appraisal is extremely important. 
An appraisal made on the basis of one definition of market value 
will not necessarily produce the same result as another ap= 
praisal of the same property based on a different definition. 
Not only has Congress failed to define the "value" to be used 
in appraising property, but it has referred to numerous, dif-- 
fering values in the laws it has enacted. Some statutes refer 
to "market value," others to "fair market value” "reasonable 
value," or bona fide value." The extent of the problems 
caused by this lack of consistency is not known. If the vari- 
ations in language have not resulted in different approaches 
to value, they must have at least caused a considerable ex- 
penditure of administrative time trying to determine whether 
Congress intended a different result when it used one adjective 
as opposed to another. 
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Another problem area is the inconsistent acquisition 
policies prescribed by the statutes. This is somewhat related 
to the problem of differing definitions of value. In the 
Land Acquisition Policy Act of 1960 1/ Congress declared its 
policy to be that owners whose Property is acquired for public 
works projects should be paid a just and reasonable considera- 
tion and that in order tc facilitate the acquisition of lands 
by negotiation, to avoid litigation and to relieve congestion 
of the courts, the Secretary of the Army would be authorized 
in any negotiations to purchase such property at prices which 
would take this declared policy into consideration. However, 
this policy has not been made applicable to all Federal agencies 
acquiring property. Therefore, owners whose property is being 
acquired by different agencies are probably not receiving equal 
treatment. One agency's offering price may give consideration 
to the factors described in the Land Acquisition Policy Act of 
1960 and another's May not. Aliso, one agency may give consid- 
eration to such factors in its appraisals while another may 
not. The compensation owners receive for their property should 
not depend on which agency is taking the property. 


A third statutory problem involves exchanges. Most of the 
exchange laws require that the value of the property offered to 
the United States be equal or approximately equal to the value 
of the Federal property to be exchanged. Some statutes qguthor=- 
ize the payment of funds by one side or the other to equalize 
any differences in values. Other statutes do not permit the use 
of cash to equalize the values. Thus, in some cases exchanges 
which are desirable can be made even though the land values 
are not exactly equal, but in other cases they cannot. This 
lack of ability to use cash to provide for minor inequalities 


‘between the value of the two parcels creates problems and 


sometimes prevents the consummation of otherwise desirable 
exchanges which are in the public interest. 


B. Some Non-Statutory Problems 


The analysis of the existing system of appraisal techniques 
and practices has revealed problem areas that are not a direct 
result of statutory language. This does not mean that new laws 
may not be required to solve these problems, although many of 
them probably could be resolved by administrative decisions. 


1. Problems in Organization and Staifing 


There is great diversity among the Federal agencies in the 
manner in which they have organized their appraisal personnel. 
Some agencies consider appraising as a separate function to be 


1/ Act of July 14, 1960, Pub. L. 86-645, Title III, § 301, 


74 Stat. 502, 33 U.S.C. § 596 (1964). 
“2h. 


done on a full time basis by people specially trained for the 
job. Other agencies look upon appraising as an additional duty 
to be performed on a part time basis by People whose primary 
skills lie in other fields. These two Philosophies seem in- 
consistent and are an indication Of a problem. if appraising 
is a highly technical activit , it is difficult to see how 
persons with numerous other duties can become proficient on a4 
part time basis. If, on the other hand, appraising is not 


do the job as well as the full time Career appraiser, it might 
be possible to save Federal funds by downgrading appraisal 
positions and filling them with people at lower levels. 


One organizational problem that should be thoroughly 
considered is the desirability of centralizing appraisal 
functions, either for the Federal Government as a whole or at 
least within the various departments. Centralization, at 
least within the Department of the interior, has been proposed 
before. Its proponents believe it would be quite advantageous, 
but, naturally its Opponents do not agree. Presumably it 
would enable the development of a truly professional organiza~ 
tion with career development Opportunities, provide for better 
training, permit more flexibility in assignment of staff and 
workloads and permit better internal control. 


Centralization might also give the appraiser more indepen- 
dence in performing his professional activity. Under the 
present organizational structure, the appraiser in many depart~ 
ments worksdirectly under or very close to the administrator 
who uses the appraisal as a basis for decisions affecting real 
estate. If the appraiser is Subordinate to such an adminis- 
trator, there is a temptation for the administrator to apply 


cisions he has already made. In such cases the responsibility 
for management decisions is passed off on to the appraiser when 
they should be clearly the responsibility of the manager. 


As an example of what is meant, take a situation where an 
administrator in good faith feels it is desirable that a 
particular exchange be made. He may be tempted to try to per- 
suade appraisers under his jurisdiction to determine the values 
of the offered and selected lands in such a way that the ex- 
change can be legally consummated. If the appraisal function 
were centralized in a separate department or bureau not directly 
responsible to the administrater, it is more likely that the 
appraisals would be independent opinions. It would then be up 
to the administrator to justify the exchange for administrative 
reasons. 


_ A related problem involves appraisal reviews. If the re- 
viewing function were centralized there would be some assurance 
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that all appraisals were being judged by the same standards. 

As Case Study No. 2 illustrated, there are exchanges where the 
appraisals on the offered and selected lands are reviewed by 
different persons having different views of what should be in 

an appraisal report. Centralization of the review function migh 
also give the reviewer more independence from the agency sup- 
Plying the appraisal. > 


Another organizational problem area involving the use of 
appraisers 1s the apparent duplication of work when condemna- 
ticn proceedings are necessary. From the information available, 
it appears that most agencies acquiring land begin by obtaining 


demnation becomes necessary, very often outside appraisers are 
hired to make a second appraisal. This reaults in a duplication 
of appraisal work. What this duplication means in terms of 

cost is not known. Nor is it known whether the elimination of 


2. Problems Resulting From the Lack of Uniformity in 
Appraisal Practices 


At the present time there is no standardization £ i 
Practices in the Federal Government. Not only do Piacente cee 
departments have their own Procedures, rules, regulations and 
manuals, but agencies within a department often differ in their 
Practices. As was indicated in Chapter 2, there is not a 


scribe standard accepted appraisal practices, However, there is 
no assurance that market value is being determined in the same 

manner by all agencies or that they all have the same philosophy 

regarding appraising. Some agencies may have a strong desire 

to show that they are able to acquire land at or close to the 
appraised market value," and therefore might be tempted to 


ship between acquisition costs and appraised value, but more 
concerned that the appraisal be accurate. 


an owner when acquiring property, while other agencies indicated 
that they begin negotiations at a figure less than the appraised 
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value. Also, some agencies are more willing to go above the 
appraised figure than others, and there is no uniformity with 
regard to how much above the appraised figure each agency 

will go before it resorts to trial. While this is technically 
@ negotiating problem, and will Presumably be covered more 
thoroughly in the study on acquisitions and exchanges, this 
difference in policy undoubtedly has an influence on appraisals. 


Another problem area related to this question of the 
desirability of standardization concerns training. There are 
no standardized or centralized training programs for Federal 
appraisers. 


There is one problem area that doesn't result from a lack 
of uniformity but rather perhaps from too much uniformity. 
With only one observed exception, all of the appraisal manuals 
and regulations indicate that the prescribed procedures will 
be used in evaluating all property and that before any real 
estate transactions are completed an appraisal will be made. 
If these requirements are followed literally, the same pro- 
cedures are used when appraising a small piece of property 
worth just a few dollars as are used in appraising a multi- 
million dollar parcel. The cost of appraising should be re- 
lated to the values involved. It hardly makes sense to spend 
far more on an appraisal than the land being appraised is worth. 


Perhaps consideration should be given to having different 
appraisal procedures for minimum value property or permitting 
such transactions to be made without an appraisal. Such a 
policy would not be without precedence. Many purchasing and 
contracting regulations applicable to the Government agencies 
provide different standards depending upon the magnitude of the 
purchase or contract. For instance, purchases or construction 
contracts below certain dollar amounts often do not have to be 
let by competitive bidding procedures whereas those above the 
amount do. Recognition is given to the fact that more money 
would often be spent on complying with the bidding procedures 
than would be saved by their use. Similar recognition should 
be given to the economics involved in acquiring low value prop- 
erties. More money might be saved by permitting the adminis- 
trators to make decisions without obtaining formal appraisals 
than is saved by insisting on having appraisals. 


3. Problems Resulting From Present Valuation Practices 


All of the Federal appraisal manuals considered in this 
report require the appraiser to come to a specific figure as 
his final conclusion of value. They do not permit him to 
state his conclusion as being within a range of values. At 
the same time, everyone agrees that appraising is not an exact 
science and that there is no one figure that absolutely 
represents the value of a particular piece of property on a 
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particular date. Judgment is extremely important in apprais- 
ing and value is a highly subjective matter. Thus, the present 
procedures that require a single figure for value create 
certain problems. 


Perhaps these problems are most evident in exchanges and 
disposals under certain statutes. Where the statutes state 
that the offered land in an exchange must be at least equal to 
the selected land, a proposed exchange cannot be made if the 
offered land is valued one dollar less than the selected land. 
When the value of the parcels involved is in excess of several 
hundred thousand dollars, as occurred in Case Study No. 5, it 
is generally conceded that competent appraisers may differ in 
their valuations by hundreds, and possibly thousands of dollars. 
In a situation like Case Study No. 5, where the Federal agency 
clearly wanted to make the exchange and the values of the 
offered and selected land were apparently very close, there 
must be great pressure upon the appraisers to insure that their 
value estimates do not make the exchange impossible. If ap- 
praisers were able to submit their valuation in terms of a 
range instead of one figure, there would be less need to try to 
have appraisals accommodate administrative decisions. 


The use of ranges might also solve problems in the area 
of disposals, At the present time many laws state that land 
cannot be sold at less than its market or appraised fair market 
value, Under .those laws am appraisal is made and that figure 
becomes the minimum acceptable price. The property is then 
put to bid and if no bids at or above this price are received, 
the sale cannot be made. Preésutiably few buyers are willing to 
pay more ‘than the property is worth. -Therefore, if the ap- 
preisal is acctirate there probably will not be many cases 
where bids are teceived above the minimum price. Ifthe ap- 
pee happenito err slightly on the high side, there may be 
no LoS. . ie 


If the Government does not need the property it probably 
should be disposed of as a matter of efficient management. 
If the Government wants to dispose of used automobiles it does 
not retain them for months and years just because no one will 
agree to pay the appraised value. If appraisers were permitted 
to submit a range of values, the problem of getting no bids in 
public sales might be eliminated or substantially reduced. 


Obviously, ranges of value, instead of a single figure, 
could not be used in all instances. In acquisitions the 
property owner must be paid a specific amount. This does not 
alter the fact that the single figure practice in appraising 
creates problems. Perhaps the problem is caused by the fact 
that appraisal reports are required to be done in the same 
Manner regardless of whether the appraisal is being made for a 
condemnation case, an exchange or for setting a minimum sale 
price for a disposal. 
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CHAPTER 7 
ALTERNATIVES TO EXISTING SYSTEM 


In this final chapter a list of alternatives to the 
existing system of laws, rules, regulations and practices 
relating to appraisal techniques and procedures is presented. 
This list was developed after examining the existing laws 
and practices, proposed legislation, and suggestions made by 
Government agencies and interested groups. These alternatives 
offer possible solutions to some of the problems discussed 
in the preceding chapter. . 


The format prescribed by the Public Land Law Review 


Commission for presenting each alternative is as follows: 


1. Summary of the alternative or modification. 


2, Issues or problems the alternative or modifi- 
eation is intended to solve. 


» Key features of the alternative or modifica-_ 
4 tion, indicating how {t would or might operate. 


4, “Probable advantages. _ 


i Sah 


5. Probable disadvantages. 
6. Reference as to sources for the alternative. | 


E < has 
Details for implementing the alternatives, suc 5 
drafts of legislativun or suggested language changes im regu- 
lations, are.not given in most instances. “fhe intent is to 
present broad general alternatives with ‘ Aupmars (9) Pro eate 
d disadvantages. While each alternativ 
advantages an g ea ate 


ALTERNATIVE NO. 1 
Provide a Uniform Land Acquisition 
Policy for the Federal Government 


1. Summar 


All Federal agencies should follow the same procedures, 
including appraisal practices, in acquiring land for public 
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2. Problems to be Solved 


This proposal would solve the present problem of unequal 
treatment to persons whose property is being acquired by ; 
Gifferent Federal agencies. At the present time, the Depart— 
ment of the Army has been directed by Congress to pay just and 
reasonable consideration to owners whose property is being 
acguired for public works projects and to attempt to acquire 
land by negotiation. That Department is also directed to try 
to avoid litiration and relieve congestion in the courts and 
to give consideration to these objectives in determining the 
price to be paid for a property. Congress has not directed 
or authorized all other Federal agencies to follow similar 
policies; This presumably causes unequal treatment, or in the 
alternative, causes other agencies not authorized to follow 
such policies to bend their appraisals to give consideration 
to the same factors so they will arrive at purchase prices 
similer te those being paid by the Department of the Army. 


3. Key Features 


The key feature to this proposal would be to make the 
Land Acquisition Policy Act of 1960 (33 U.S.C. 596) applicable 
to all Feceral agencies. 


4, Probable Advantages 


This proposal would provide for uniformity of treatment 
to owners who property is being acquired by any Federal agency. 
Making the policy set forth in the 1960 Act applicable through- 
out the Federal Government should make the Act's objectives 
of avoiding litigation and relieving congestion of the courts 
more obtainable. Overall land acquisition costs could possibly 
ce reduced by eliminating much of the litigation expense. 


5. Probaple Disadvantages 


No known disadvantages would accrue from adopting a uni- 
form policy. If the Land Acquisition Act of 1960 has faults, 
it does not detract from the benefits of having a uniform 
policy. It only means the policy should be something different 
than thatdmn thhes1960 Acts 


oS. References 


Title III of S-l1, which was introduced at the first 
session of the 91st Congress provides for a uniform land 
aequisition policy., S=-l was adopted by the Semate in Oetober, 
1269; and is presently before the House of Representatives. 
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ALTERNATIVE NO, 2 
Make Government Appraisal Reports Public and Available 
To the Landowner Prior to Acquisition or Exchange 
1, Summary 


This proposal would require appraisal reports be made 
public and furnished to landowners prior to negotiations for 
acauisition or exchange. 


2. Problems to be Solved 


This proposal would take the secrecy and mystery out of 
present Federal land transactions. If the Federal Government 
is dedicated to paying just compensation for land it acquires; 
it should not hestiate to devulge to the landowner the basis 
for its determination of just compensation. With regard to 
exchanges, the laws require that the Government receive at 
least equal value for the land it relinquishes. The Govern- 
ment should not attempt in exchanges to obtain an advantage 
from the private owner, but only to see that it receives full 
value. 


‘ 


3.) Key Features 


The key feature of this alternative would be legislation 
making it mandatory to furnish copies of appraisal reports to 
interested parties prior to the beginning of negotiations in 
land acquisitions and exchanges. 


4, Probable Advantages 


If the Government appraisals are sound, the landowners 
presumably should be more willing to conclude negotiations for 
acquisitions and exchanges on the basis of the figures set 
forth in the appraisal. They would know that the Government 
was offering what it considered to be full value. This should 
permit easier negotiations. It would prevent agencies and 
negotiators from trying to take advantage of uninformed land- 
owners. It should result in better appraisal reports and ap- 
praisal practices because the appraisals would be subject to 
scrutiny by other appraisers and qualified people outside the 
Government. Inadequacies in appraisals would become public 
knowledge and therefore higher appraisal standards should 
result. 


5. Probable Disadvantages 


This might result in the Federal Government having to 
pay more to acquire land or make exchanges, It might. remove 
some area of negotiation in that the agency involved would be 
precluded, for all practical purposes, from making an opening 
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offer less than the appraised value. It might prevent some 
exchanges whitch would otherwise be made from being completed 
because the landowner would see from the appraisal flrures 
that he was riving up more than he was getting. Tn the 
absence of such figures he might be perfectly willing: to make 
the deal, 

6. keferences 


Title IIl of S-1 introduced at the first session the VL St 
Congress »rovides that pefore negotiations are commenced for 
Federal acquisitions a copy of the appraisal report made by 
the Government shall be furnished to the landowner. lHR-2643, 
introduced at the 90th Congress provided that any state or 
local agency acquiring land with Federal funds would be 
required, if the owner requested, to make and furnish him an 
independent appraisal of the fair market value of his property 
keing acquired. 


ALTERNATIVE NO. 3 


Permit the Use of Cash to Equalize 
the Values In All Exchanges 


1. Summary 


this proposal would permit the payment of cash by either 
Side to equalize differences in values of property and thereby 
make the exchange. 


2. Problems to be Solved 


At the present time some exchange statutes permit the 
payment of funds to bring about equality, while others do not, 
this proposal would permit the use of cash to achieve equality 
in all exchange cases. 


3. Key Features 


‘The key feature of this proposal would be Federal legis- 
lation authorizing cash payments to be made to eaualize values 
in all instances where exchanges are vermitted. 


4, Probable Advantages 


This would enable exchanges to be made which are now not 
legally possible but are desired by both the Federal govern- 
ment and landowners and,are in the public interest. In those 
instances where the Federal agency is very desirous of 
completing the exchange, it would remove whatever incentives 
there may now be to bend appraisal valutions to ensure that 
the value of the offered land is at least equal to the selected 


land. ‘This in turn should instill more confidence in appraisals 


made for exchanges. 
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5. Probable Disadvantages 


This alternative could result in added costs to the 
Federal government, in that appropriations would have to be 
made to enable the payment of cash to equalize exchanges, 
It could convert present laws authorizing exchanges into 
acquisition statutes if no limits were placed on the amount 
of cash that could be used to equalize an exchange, 


6. References 


S-447 introduced at the 90th Congress would have amended 
section 8 of the Taylor Grazing Act (43 U.S.C. § 315g) to 
permit cash payments to be used to equalize exchanges under 
that act. Such cash payments are not now permitted, 


ALTERNATIVE NO. 3(a) 


Permit Cash Payments to Equalize Exchanges, But 
; Limit the Extent of Such Sannante 

This alternative would be similar to Alternative 3, but 
would provide a limit on the amount of cash that could be used 
to equalize an exchange, This limit would be in relationship 
to the value of the land. For instance, in S-447, which was 
the basis for Alternative No. 3, the cash equalization payment 
could not exceed one-third of the value of the higher valued 
property involved in the exchange. By providing such a limit, 
whether it be one-third or some other amount, Congress could 
prevent agencies now authorized to make exchanges, from con- 
verting their exchange authority by administrative action into 
authority to make widespread acquisitions by giving ninety-nine 
percent cash and only one percent land in exchange for the 
private holdings. 


_ ALTERNATIVE NO. 4 


Standardize and Define in the Statutes the Type 
of Value to be Used in Appraising Property 
1. Summary 


This proposal would provide for standardization of the 
type of value to be considered by all Federal agencies in 
real estate transactions. 

2. Problems to be Solved 


At the present time the statutes include a variety of 
types of value to be determined by Federal agencies, including 
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"market value", "fair market value", "reasonable value" and 
"bona fide value". The substitution of one type of value 

for the myriad now found in the statutes would solve the 
problem of Federal agencies trying to determine what Confress 
meant when it used different types of value. It may also 
Solve problems of unequal treatment to landowners resulting 
from the different types of value now specified in the 
statutes, : 


Bie Key Features 


The key feature of this proposal would be to prescribe 
one type of value to be determined in all valuations of real 
estate and to define that type of value. If "market value" 
were to be used in all statutes, Congress would prescribe a 
definition of that term. 


4. Probable Advantages 


This would assure that the same type of value would be 
used in all Federal appraisals and that there would be one 
Standard definition for that value. It would assure that 
decisions on all Federal real estate transactions would be 
based on the same type of value. 


5. Probable Disadvantages 


In order to standardize the type of value, numerous 


Statutes would have to be amended. In many cases, the present 
statutory language has not apparently caused serious problems. 
Thus, the cost, time and effort in making such numerous amend- 


ments may exceed the advantages to be derived thereform. 
6. References 


Appendix A to this report illustrates the lack of uni- 


formity in present statutes regarding the types of value to be 


considered. 
ALTERNATIVE NO. 5 
Centralize All Appraisal Functions 
in one Federal Agency 
ao Summary 


All appraisal work for the Federal Government would be 
done by ome agency instead of each agency having its own 
appraisal organization. 

2. Problems to be Solved 


This proposal would solve the present problem of lack of 
uniformity in appraisal practices and procedures. At the 
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present time most agencies are free to deyelop their own 
techniques and practices which means that there is no 
assurance that each agency is following the same standards 
in making appraisals, The final result can be unequal 
treatment of persons tnvolved in real estate transactions 
with the Federal Government, 


3. Key Features 


The key feature of this proposal would be to establish 
a staff agency in some Federal department to be responsible 
for all Federal appraisal work, 


4, Probable Advantages 


This preposal would permit the development of a more 
professional appraisal staff than is possible by any one 
agency at this time. It would provide better training for 
Federal appraisers, and would permit more flexibility in 
assignment of staff and work loads. It would permit better 
internal control of appraisals and assure that they were done 
on uniform standards, It would make appraisers independent 
from pressures that may now be exerted by those administering 
the agencies where the appraisers are presently assigned. 
This in turn should make appraisals more realistic. 


5. Probable Disadvantages 


This proposal might require more "red tape” in securing 
appraisals. It might increase the time it would take an 
agency to obtain an appraisal. It could increase the costs 
of appraisal services, It might provide for too much rigidity 
and standardization and prevent innovations and introduction 
of new approaches, 


6, References 


Centralization of appraisal activities, at least within 
the Department of the Interior, has been proposed by the 
Office of Survey and Review in that Department, 


ALTERNATIVE NO. a) 
Centralize all Department of the 
snhverior _Appraisas runceions 
This alternative, which is a variation of Alternative 
No. 5, would provide for centralization of all the appraisal 
functions now being carried out by agencies within the 
Department of the Interior. As was shown in Chapter 4, this 


Department is responsible for a great deal of appraisal 
activity which is presently being carried out by a number of 
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agencies within the Department Most of the advant 

° ages and 
disadvantages described in Alternative No. 5 would Be appli- 
cable to this alternative in some degree. 


ALTERNATIVE NO. 6 


Centralize Appraisal Review Functions 
1. Summary 


12, Problems to be Solved 

Appraisals are now reviewed and approved by th 
agency responsible for making them. There is + ener 
review. Each agency has its own standards and there is no 
assurance appraisal reports are being judged by the same 
standards in each agency. Case Study No. 2 presented an 
example of the problem. In that case appraisal reports 
apparently acceptable to one agency were rejected by another. 


3. Key Features 


The key feature would be to require all Feder 

al appraisal 
reports to be reviewed and approved by one agency recone any 
action could be taken with regard to the real estate involved. 
Appraisals could be reviewed by both field inspections where 
ag ei eam oe desk review cf the reports. As a modifica- 

on o s alternative, all review functions i 

of the Interior could be centralized. SM cua 


4, Probable Advantages 


The change would provide an independent review of 
appraisal reports and remove pressure from the reviewer. It 
should raise the quality of appraisals and appraisal reports. 


5. Probable Disadvantages 
This might be a cumbersome procedure and del 
action 
on a Seale aoe caer It could be more costly in that 
another o ce for appraisal reviews wou 
established. Sagoo Pars 
6. References 


None. 
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ALTERNATIVE NO. 7 


Standardize and Centralize Trainin 
Programs For Federal Appraisers 


1. Summar 


This proposal would provide for some standardized training 
of all Federal appraisers to be provided by or under the 
direction of one agency. 


2. Problems 


At the present time each agency is responsible for its 
own in-service training. The programs of the agencies vary 
widely in content and extent. There are no standard training 
programs, and thus, no assurance that all Federal appraisers 
are being given the same type of training. Also, some of the 
agencies have staffs too small to permit them to economically 
develop in-service training programs. This alternative would 
make training programs available to appraisers in such depart- 


ments. 


ae Rey t Features 


The key feature of this alternative would be to provide 
some standard in-service training for all Federal appraisers. 


4, Probable Advantages 


This would assure that all Federal staff appraisers 
would reeeive the same in-service training. It would provide 
for some of the standardization of appraisal practices sought 
by Alternative No. 5, but might do so in a manner more accept- 
able to the various Federal agencies. It would not require 
a shift of personnel or result in any agency losing its re- 
sponsibility or authority for appraising. It might encourage 
career development. 


5. Probable Disadvantages 


It might be more costly to provide central training 
programs in that appraisers very likely would have to travel 
to central areas to participate in the programs. 


6. References 


The committee on Land Appraisal Practices in the Department 
of the Interior recommended the office of the Secretary of 
the Interior initiate and maintain a comprehensive training 
program for that Department (Report of the Committee on Land 
Appraisal Practices in the Department of the Interior, 
December, 1956). 


“1. 
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ALTERNATIVE NO. 7(a) 
Centralize In-Service Training For All 


Appraisers Within the Department = the Interior 


This alternative which is a variation on Alternative INO 
would provide for standard training programs for all appraisers 
within the Department of the Interior. It should have the same 
advantages and disadvantages as Alternative No. 7, but perhaps 
to a lesser degree in each instance. 


ALTERNATIVE NO. 8 


Dispense with the Necessity of Appraisals When 

The Value of the Real Estate Involved is Small 

ES Sate invoivea 15 omall 
aye Summary 


This proposal would remove the present statutory and 
administrative requirements for appraisals in those instances 
where the estimated value of the property is below a certain 
prescribed minimum, 


2. Problems to be Solved 


Under present statutes and regulations most agencies are 
required to have an appraisal before any real estate trans- 
action is completed. They are also required to follow the 
Same procedures in all appraisals. Therefore, presumably the 
Same practices are followed when appraising high valued prop- 
erties as when appraising minimum valued properties. If this 
is the case, the cost of appraising minimum valued properties 
may often exceed the value of the property. 


3. Key Features 


The key feature of this alternative would be to dispense 
with the need for appraisals when the estimated value of the 
property was below a.certain specified amount. 


4. Probable Advantages 


This proposal could save on appraisal costs. It would 
permit quicker action in acquiring, disposing or exchanging 
properties of low or minimum value. It would free professional 
appraisers for more important assignments. 


5. Probable Disadvantages 


This proposal might result in the Government paying more 
for property than it is worth. It could be subject to abuse 
if the minimums were too high. It would provide different 
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treatment for a person with low valued property than that 
received by persons with high valued property, and thus might 
be subject to the charge of fostering unequal protection under 
the law. 


6. References 


At the present time many governmental agencies are per- 
mitted to make purchases and enter into contracts without com- 
petitive bidding if the amount of money involved is below a 
stated figure. The theory is that below certain amounts the 
competitive bidding procedure is self-defeating. The same 
may well be true with regard to requiring appraisals for 
all real estate transactions. 


ALTERNATIVE NO. 9 
Permit Appraisers to Determine a Range of Value 
Instead of Requiring Them to Specify An Exact Amount 


Lé Summary 


This proposal would permit appraisers to set forth their 
determination of value in the form of a range rather than as 
one specific figure. 


2. Problems to be Solved 


Appraising is not an exact science but, to some extent, an 
art. Most appraisers admit that there can be yhonest differences 
of opinion on the value of a particular property on a particular 
day and that all a competent appraiser can really do is deter- 
mine a range within which the true value of the property 
exists. The present provisions in the appraisal manuals re- 
quiring conclusions to be expressed as a specific figure fail 
to give recognition to this fact. By permitting the appraiser 
to state a range, problems of trying to determine whether the 
appraiser's value is on the high or low side of the range 
would be prevented. 


She Key Features 


The key feature of this alternative would be to prescribe 
in the appraisal manuals that appraisers may state their final 
conclusion in terms of a range. At least this could be done in 
those instances where the appraisal report is not being made 
specifically for use in a condemnation action. 
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AY Probable Advantares 


fois should permit appraisers to apply their professional 
dgment more realistically and thereby provide better appral- 
sals for use by administrators in making decisions. It should 
e 
i 


it predetermined administrative decisions. It should result 
more confidence in the appraisals prepared for exchanges. 


Frohable Gisadvantages 

This misht cause confusion in some instances. It it were 
coupled with Alternative No. 2 requiring public disclosure of 
appraisal reports, it misht result in the Government always 
~aving to give the amount at the upper end of the range when 
accuiring property, but to accept the amount at the lower end 
of the range when disposing of or exchanging property. 

) 

References 


None. 
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APPENDIX A 


EXAMPLES OF PROVISIONS OF FEDERAL STATUTES 
GOVERNING THE EVALUATION OF LANDS TO BE ACQUIRED, 
DISPOSED OF OR EXCHANGED* 


I. Statutes Prescribing Fixed Prices 


The Désert Land Act provides that eligible persons 
who comply with the provisions of the act can obtain 
a patent for up to 320 acres upon payment of $1.25 
per acre. 


Ret or March 3, L877, ch. 107; § 2, LS Stat. 
377, as. amended 43 U.S.C. § 321 (1964). 


The commutation provisions of the homestead laws 
provide that eligible persons may acquire commuted 
homesteads upon payment of $1.25 per acre unless the 
land is located within the limits of certain railroad 
grants, in which case the price is $2.50 per acre. 


ACE of Marchy 3) 16925 chs S61, § 6, 26° Stat. 
1098, as amended 43 U.S.C. § 173 (1964); See 
also 43°U,S Cs ‘§ 678° (1964)7 43 ECLFOR. 

§§ 2211.2-2(b) (4) and 3303.1 (1969). 


The mining laws provide that an eligible person is 
entitled to a patent "upon the payment to the proper 
officer of $5.00." 


Ket, of Uanviary 22); 1880), ch. 9, § LI, 21 Stat. 
61, as amended 30 U.S.C. § 29 (1964). 


Some statutes fix a minimum price. The Cemetery Sales 
Act provides that the Secretary of the Interior is 
authorized to sell to eligible associations or corpora- 
tions unappropriated nonmineral public lands for 
cemetery purposes “upon the payment therefor by such 
corporation or association of the sum of not less than 
$1.25 per acre." 


Act Of March 1, 1907, ch. 2286, 34 Stat. 
1052, 43 U.S.C. § 682 (1964). 


This list is intended merely to present examples of 
various types of statutes. It is mot by any means a 
complete listing of all statutes relating to the 
evaluation of land. 
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An example of a statute fixing a maximum and a 
minimum price is the Mining Claims Occupancy Act 
which provides that "the purchase price for any 
interest conveyed shall not exceed its fair 
market value nor be less than $5.00 per acre," 


Act of October 23, 1962, Pub. L. 87-851, 
S95, 1228 evo Stat. ell2s  s0nussee ses a705 
(1964). 


fn other instances, Congress has established the 
maximum price that may be paid for land. In the 
act authorizing the Gila reclamation project, 
Congress authorized the Secretary of the Interior 
to acquire certain lands and water rights from two 
public districts and stated that the prices to be 
paid for the lands, which had been appraiséd "shall 
not, in the aggregate, exceed $380,000.00." 


Act of July 30, 1947, ch. 382, § 2, 61 Stat. 
628, 43 U.S.C. § 613{a) (1964). 


Occasionally, Congress has provided that land should 
be convéyed without monetary consideration. This 

was doné in the Recreation and Public Purposes Act 
wherein the Secretary of the Interior is authorized 
to sell land to public agencies amd "conveyances of 
such land for historic-monument purposes under this 
section shall be made without monetary consideration." 


Act of June 14, 1926, ch. 578, § 2, 68 Stat. 
174, as amended 43 U.S.C. § 869-1 (1964). 


II. Statutes Which Require An Estimate Of Value 
But Do Not Expressly Require An Appraisal. 


Some statutes expressly refer to "estimated value." 
For example: 


The Military Construction Appropriation Act of UKE) 
which uses language similar to that in prior year acts, 
states that no part of the funds provided in the act 
may be used for the purchase of land in excess of 100% 
of the value except "where the estimated value is less 
than $25,000.00." 

Military Construction Appropriation Act of 


1969, Act of September 26, 1968, Pub. L. 
90-513, § 108, 82 Stat. 864 (emphasis added). 
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A number of acts authorize the exchange of property 
of “equal value” or of “approximately equal value," 
but do not prescribe how value is to be determined. 
Statutes authorizing exchanges of land for national 
parks are good examples of this. The language in 
each statute is not the same. 


The Secretary of the Interior is authorized to accept 
title to certain land within the exterior boundaries 
of Lassen Volcanic National Park and "in exchange 
therefor may patent not to exceed an equal value of 
such national park land. 


Act of March 1, 1929, ch. 445, 45 Stat. 1443, 
16 U.S.C. § 206 (1964) (emphasis added) . 


Under the Taylor Grazing Act the Secretary of the 
Interior is authorized to accept title to State-owned 
lands and in exchange to patent to the State "land 
either of egual value or of equal acreage." 


Act of June 28, 1934, ch. 865, § 8, 48 Stat. 
Ee 2pa see SeCe Ss 315g (1964) (emphasis added). 


In order to establish a more appropriate boundary for 
the Badlands National Monument, the Secretary of the 
Interior is authorized to accept title to lands Within 
that monument and in exchange therefor he may patent 


land of approximately equal value." 


Act of May 7, 1952, ch. 244, § 4, 66 Stat. 66, 
16 U.S.C. § 441i (1964) (emphasis added). 


For other examples of statutes providing for exchanges 
of lands of “approximately equal value” see the 
Canyonlands National Park Act: 


Act of September 12, 1964, Pub. L. 88-590, 
SoZ pe OpStateno 37 7,216 UsSsCuns 271) (ale (1964) 


and the Ozark National Scenic Riverways Act: 


Act of August 27, 1964, Pub. L. 88-492, § 2, 
78 Stat. 608, 16 U.S.C. § 460m-1 (1964). 


The Secretary of the Interior is authorized to acquire 
certain lands that lie adjacent to the Guadalupe 


Mountains National Park and exchange them “on an equal- 
value basis“ for privately owned lands located sna 


@ park. 
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Act of October 15, 1966, Pub. L. 89-667, § 2, 
80 Stat. 920, 16 U.S.C. § 283a(b) (Supp. IV, 
1968) (emphasis added). 


The Secretary of the Interior and the Secretary of 
Agriculture are authorized to acquire title to non- 
Federal property within the Whiskeytown-Shasta- 
Trinity National Recreation Area and in exchange 
therefor convey any Federally owned property within 
one of their jurisdictions within California. "The 


properties so exchanged shall be approximately egual 


in fair market value." 
on fair market value 


Act of November 8, 1965, Pub. L. 89-336, § Fae. 
79 Stat. 1295, 16 U.S.C. § 460q-1(b) (Supp, 
IV, 1968) (emphasis added). 


The Bankhead-Jones Farm Tenant Act provides for 
exchanges if the Secretary of Agriculture finds 

"that the value of the property received in exchange 

is substantially equal to that of the property conveyed." 


ActromWuly e227, 193), Chee Sli ert tlew Lr. 
§ 32, 50 Stat. 525, as amended 7 U.S;:C. 1011 
(1964) (emphasis added). 


A number of acts specify that sales or exchange shall 
occur at values determined by a designated official 
or ascertained in a manner as he determines. Examples 
of these are: 


The Mesa Verde National Park Act provides that the 
Secretary of the Interior may acquire certain land 

by exchange for designated unappropriated public lands 
“of equal value; the value of the lands offered for 
exchange hereunder and the value of the lands of the 
United States to be selected therefor shall be ascer= 


tained in such manner as the Secretary of the Interior, 


May direct." 


Act of February 26, 1931, ch. 308, § 2, 46 
Stat. 1423, 16 U.S.C. 111(b) (1964) (emphasis 
added). 


The Secretary of the Interior is authorized to acquire 
by exchange lands for the Great Smoky Mountains National 
Park. The exchanges are to be made without additional 
compensation by either party "when the properties to 

be exchanged are of approximately equal value; however, 
when the properties are not of approximately equal value, 


as may be determined by the Secretary, an additional 
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payment of funds shall be required by the Secretary 
or by the grantor of non-Federal properties as the 
case may be, in order to make an equal exchange." 


Act of May 16, 1958, 72 Stat. 115, 16 
U.S.C. § 403g-1 (1964) (emphasis added). 


The Secretary of the Interior is authorized to acquire 
private property within Glacier National Park and 
grant in exchange either certain lands “of equal 
value" or timber "of approximately equal values" 
within the park or within certain national forests 
upon the approval of the Secretary of Agriculture. 

The value of the Federal timber or land to be given 

in exchange "shall be ascertained in such manner as 


the Secretary of the Interior and the Secretary of 
Agriculture may jointly in their discretion direct." 
AcCtso£ March 3, L927, ch. 2645. 85-1 and 2, 


39 Stat. 1122, 16 U.S.C. §§ 164 and 166 
(1964) (emphasis added). 


The Cape Code National Seashore Act permits certain 
exchanges and provides that properties so exchanged 
“shall be approximately equal in fair market value." 
The act also says that the term "fair market value" 


shall mean the fair market value as determined b 

the Secretary of the Interior and that he May in his 
discretion base his determination on an independent 
appraisal. 


Act.of August 7, 1961, Pub. L. 87-126, § 2 
75 Stat. 287, 16 U.S.C. § 459b-1(c) (da) 
(emphasis added). 


For similar legislation see also 16 U.S.C. 
§ 460u-l(a) (Supp. Iv, 1 5 


Congress has authorized the Secretary of Agriculture 
to acquire lands within national forests, when in 
the public interest, and in exchange therefor patent 
other land of equal value with "the values in each 


case to be determined by the Secretary of Agriculture." 
Act of March 20, 1922, ch. 105, § 1, 42 
Stat. 465, 16 U.S.C. § 485 (1964) (emphasis 
added) . 
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For similar language directing the Secretary 
of Agriculture to determine the values see 
LOUIS Cee SmS Loma OGd)e 


The Small Tract Act authorizes the Secretary of the 
Interior to sell certain small tracts not exceeding 


five acres each "ata price to be determined by him." 


Act offdune as, 1938) che) 317',| Seay S2estate 
609, as amended 43 U.S.C. § 682(a) (1964) 
(emphasis added). 


The Recreation and Public Purposes Act authorizes the 
Secretary of the Interior to sell certain land to 


public agencies "at a price to be fixed by the 
Secretary of the Interior through a Yraisal or other- 
wise, after taking into consideration the purpose for 


which the lands are to be used." 


Act of June 14, 1926, ch. 578, § 2, as added 
June 42:1954;*ch. 263, °68 Stat. 1743-43 ulsrc. 
§ 869-1 (1964) (emphasis added). 


Some statutes provide that public lands may be 
acquired or sold for fair market value as determined 
by a public official, but do not expressly require 
an appraisal or use of term "appraised fair market 
value.? 


The Secretary of the Interior is authorized to acquire 
certain land for the Point Reyes National Seashore 

and to pay for such land the "fair market value as 
determined by the Secretary, who may in his discre- 
tion base his determination on an independent appraisal 
obtained by him." 


Act of September 13, 1962, Pub. L. 87-657, 
§ 3, ‘76 Stat. 539, 16 U.S.C. § 459c=2(b) 
(1964) (emphasis added). 


The Federal Property and Administrative Services Act 
of 1949 permits the establishment of fair market 
value by negotiation rather than by appraisal or as 
determined by a public official. It provides that 
where certain land is being disposed of "the fair 
market value of the property and other satisfactory 


terms of disposal can be obtained by negotiation.” 


Act of June 30, 1949, ch. 288, Title II, 
§ 203, 63 Stat. 385, as amended 40 U.S.C. 
§ 48e (3) (G) (1964) (emphasis added). 
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III. Statutes Expressly Reguiring an Appraisal 


Some statutes, such as the Point Reyes National 
Seashore Act cited in Item No. 22 above, provided 

that an official such as the Secretary of the 

Interior must determine value and that he may at 

his discretion base his determination on an 

independent appraisal. Those statutes do not state 
that there must be an appraisal or that the Secretary's 
determination must be based on a formal appraisal. 
However, there are some statutes that do require an 
appraisal or a determinaticn cf appraised value. 


The Public Land Sale Act of 1964 provides that 

disposais shall be "at the appraised fair market value 

thereof as determined by the Secretary of the Interior." 
Act of September 19, 1964, Pub. L. 88-608, 


§ 1, 78 Stat. 988, 43 U.S.C. § 1421 (1964) 
(emphasis added). 


The townsite laws authorize the Secretary of the 
Interior to survey certain townsites into lots and 


to "fix by appraisement of disinterested persons 
their aeehroetae and offer the same for sale. 
Act of October 28, 1921, ch. 114, § 1, 


42 Stat. 208, as amended 43 U.S.C. § 712 
(1964) (emphasis added). 


The Color of Title Act provides that upon the filing 
of an application to purchase lands “the Secretary of 
the Interior shall cause the lands described in said 


application to be appraised." 


Act of December 22, 1928, ch. 47, § 2, 
45 Stat. 1070, 43 U.S.C. § 1068a (1964) 
(emphasis added). 


Some special acts providing for the sale of land also 
require appraisals. An example is the act providing 
for the sale of erroneously designated water-covered 
areas in Arkansas which provides that upon the filing 


of an application to purchase such lands “the Secretar 
of the Interior shall cause the lands described in said 


application to be appraised." 
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ACt OL, septenber 1217,mn 9 22 ,miChis SoZ 50s Gael or 
42 Stat. 992, 43 U.S.C. § 992 (1964) 
(emphasis added). 


The Isolated Tracts Acts authorizes the Secretary 
of the Interior to sell certain lands "for not less 


than the appraised value." 


Act of February, 26,1895, ch. lsopezeestate 
687, as amended 43 U.S.C. § 1171 (1964) 
(emphasis added). 


A number of acts provide for sale of lands within 
reclamation projects and specify that there should 
be appraisals or the sales should be at appraised 
value. Examples of these are: 


A townsite law authorizes the sale of lots located 
within reclamation projects and provides "[t]he 
lots so surveyed shall be appraised under the 
direction of the Secretary of the Interior and sold 
. - . at not less than their appraised value." 

Act of April lo, 1906, ch. 1631, § 2, 


34) Stat. 116, 43 UcS.C. §) 562 (1964) 
(emphasis added). 


The Secretary of the Interior is authorized to sell 
certain vacant unproductive public land within 
Federal irrigation projects "at prices not less than 


that fixed by independent appraisal approved by the 
Secretary." a nn 


Act of May. 16, 1930), ch. 2927 SS) leand 2; 
46 Stat. 367, 43 U.S.C. §§ 424 and 424a 
(1964) (emphasis added). 


The Secretary of the Interior is authorized to sell 
certain public lands which have been withdrawn for, 

a reclamation project or have been improved by or at 
the expense of the reclamation fund but are no longer 
needed. In such cases the Secretary may cause said 
lands "to be appraised by three disinterested persons 
to be appointed by him” an ereafter sell e lan 
for not less than the appraised value. 


Act of May 20, 1920, ch. 192, §§ 1-3, 
41 Stat. 605, 606, 43 U.S.C. § 375 (1964) 
(emphasis added). 
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For similar legislation providing for the 
disposal of lands acquired pursuant to the 
Reclamation Act and requiring them to be 


appraised by three disinterested persons 
SCCHASRUE SCH GmamULOG4s yc 


The Secretary of the Interior is also authorized to 
dispose of any tract within a Federal irrigation 
project which in his opinion has iess than sufficient 
acreage reasonably required for the support of a 
family. In such cases he shall sell it "at prices 


not less than that fixed by independent appraisal 


approved by the Secretary. 


AcCtsOteMarche sl yto50, Ch. 78,.§ 2; 
GaeOtabemso, 43500 .5.c. GST OC. (1964) 
(emphasis added). 


The excess lands provisions of reclamation law 
providing for recordable contracts require that such 
contracts provide that all irrigable land held in 
private ownership by any one owner in excess of 160 
irrigable acres “shall be appraised in a manner to 
be prescribed by the Secretary of the Interior and 
the sale prices thereof fixed by the Secretary on 
the bases of its actual bona fide value at the date 
of appraisal." 


Act of May 25, 1926, ch. 383, § 46, 44 Stat. 
649, 43 U.S.C. § 423e (1964) (emphasis added). 


IV. Statutes Specifying The Type Of Value 
To Be Estimated Or Determined. 
A number of statutes require that property be appraised 
at "fair market value.” 


The Public Land Sale Act of 1964 authorizes disposal 
of public lands "at the appraised fair market value." 


Act of September 19, 1964, Pub. L. 88-608, 
§ 1, 78 Stat. 988, 43 U.S.C. § 1421 (1964) 
(emphasis added). 


The Point Reyes National Seashore Act authorizes the 
Secretary of the Interior to pay for certain lands 
at "their fair market value” and to make certain 
exchanges Of properties “approximately equal in fair 
market value." 


i 
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Act of September 13, 1962, Pub. L. 87-657, 

§ 37076 Stat. 5395 16 0U 5S). Cas Se 4t59C=2 (b).(c) 
(1964) (emphasis added). See also 16 U.S.C. 
§§ 459f-l(a) (b), 459g-1 (b), 460m-2 and 
459b-1(d). Note that this latter section 
states that "fair market value" shall mean 
the fair market value as determined by the 
Secretary, who may in his discretion base 

his determination on an independent appraisal 
obtained by him. 


For other examples of statutes requiring a 
determination of fair market value see Item 
Nog.13, 18 and 23 above. 


Some statutes use words other than "fair market value" 
in prescribing the type of value to be determined. 


In the Surplus Property Act of 1944, conveyances for 
park and recreational purposes may be made to local 
governments “at a price equal to 50 percentum of the 
fair value of the property conveyed, based on the 
highest and best use of the property at the time it 
Is offered for disposal, regardless of its former 
character or use, as determined by the Administrator.” 


Act of October 3, 1944, ch. 479, § 13, 
58 Stat. 770, as amended 50 U.S.C. App. 
§ 1622 (h) (2) (1964) (emphasis added). 


As noted in Item No. 33 above, the statutory language 
governing recordable contracts for excess lands in 
reclamation projects requires the Secretary of the 
Interior to have the land appraised in a manner to be 
prescribed by him and fix the sales prices of such 
land "on the basis of its actual bona fide value at 
the date of appraisal without reference to the pro- 
posed construction of the irrigation works." 


Act of May 25, 1926, ch. 383, § 46, 44 Stat. 
649, 43 U.S.C. § 423e (1964) (emphasis added). 


The townsite laws cited in Item No. 25 above require 
the Secretary of the Interior to survey townsites 
into lots and "to fix by appraisement of disinterested 


persons their cash value." 


Act of October 28, 1921, ch. 114, § 1, 42 
Stat. 208, as amended 43 U.S.C. § 712 (1964) 
(emphasis added). 
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A number of statutes refer to the “reasonable 
value" or authorize the payment of prices that 
are reasonable. 


In authorizing the acquisition of certain lands 
to preserve, protect and improve the Antietam 
Battlefield, Congress provided that the cost to 
the Government of any such transactions "shall 
not exceed the reasonable value of the covenants, 
restrictions or conditions thereby imposed on the 
property." 


Act of April 22, 1960, Pub. L. 86-438, 
74 Stat. 79, 16 U.S.C. § 43000 (1964) 
(emphasis added). 


The Rivers and Harbor Act authorizes the Secretary 
of the Army to condemn lands, rights-of-way or 
material but provides that when the owner of such 
property "shall fix a price for the same, which in 
the opinion of the Secretary of the Army shall be 
reasonable, he may purchase the same price without 
further delay." 


Act of April 24, 1888, ch. 194, 25 Stat. 
94, 33 U.S.C. § 591 (1964) (emphasis added) . 


A number of laws authorizing the acquisition of 
property for national monuments provide that the 
Secretary of the Interior may acquire the property 
"at a reasonable price" or "at prices deemed by him 
[the Secretary of the Interior] reasonable." 


Act of July 14, 1943, ch. 238, § 1, 57 Stat. 
563, 16 U.S.C. § 450aa (1964). See also 16 
U.S.C. 433c, 16 U.S.C. § 425a; 16 UlS.C. 

§ 426d; 16 U.S.C. § 242 (1964). 


Occasionally, Congress has prescribed certain con- 
ditions or factors which may affect the determination 
of value. 


An example of lengthy statutory conditions that must 
be considered in an appraisal is found in legislation 
authorizing the sale of certain erroneously designated 
water-covered areas in Arkansas. The statute directs 
the Secretary of the Interior to have the lands 
appraised and says “said appraisal to be on the basis 
of the value of such lands at the date of appraisal, 
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exclusive of any increase in value resulting 
from the development or improvement thereof for 
agricultural purposes by the applicant or his 
predecessor in interest, but inclusive of the 
stumpage value of any timber cut or removed by 
the applicant or his predecessor in interest." 


Act of September 21, 1922, ch. 362, §§ 1-5, 
42 Stat. 992, as amended 43 U.S.C. § 992 (1964). 


For 4 similar statute see also 43 U.S.C. 
§ 993 (1964). 


The Mining Claims Occupancy Act requires the Secretary 
of the Interior to determine the fair market value 
"exclusive of the value of any improvements placed 

on the lands involved by the applicant or his pre- 
decessors in interest." 


Act of October 23, 1962, ch. 17, § 3, 
76 Stat. 1128, 30 U.S.C. § 705 (1964). 


V. Statutes Granting Government Officials Discre- 
tion fo Deviate From Appraised Value in Acquiring, 
Exchanging Or D sposing Of Public Lands. 

The statutes cited in Item Nos. 39, 40 and 41 above 

which authorize purchase at "reasonable value" or at 

prices determined to be reasonable, in effect grant 
the particular governmental official involved discre- 
tion to deviate from the appraised value. The statute 
cited in Item No. 21 above also permits Geviation from 
the appraised value. Other examples of statutes of 
this type are: 


In the Land Acquisition Policy Act of 1960 Congress 
declared its policy to be "that owners and tenants 
whose property is acquired for public works projects 
of the United States of America shall be paid a just 
and reasonable consideration theretor. in order to 
acilitate @ acquisition o and and interests therein 
by negotiation with property owners, to avoid liti- 
gation and to relieve congestion in the courts, the 
Secretary of the Army (or such other officers of the 
Department of the Army as he may designate) is author- 
ized in any negotiation for the purchase of such 
property to pay a purchase price which will take into 
consideration the policy set forth in this section.” 
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Act of July 14, 1960, Pub. L. 86-645, 
Trtlesiil>.§ 3015.33. U.S.CsGu596) (1964) 
(emphasis added). 


The Tennessee Valley Authority Act of 1933 provides 
that if owners of property needed by TVA refuse to 
sell to TVA “at a price deemed fair and reasonable" 
by TVA's board, TVA can condemn the property. 


Act» o£ May 18, 2933, ch... 32, S$ 41,: 48 Stat: 
60, as amended 16 U.S.C. § 83lc(i) (1964). 


Some statutes authorize public officials to take into 
account factors other than appraised value when deal- 
ing in lands and thereby deviate from appraised value. 


The Mining Claims Occupancy Act requires the Secretary 
of the Interior to determine the fair market value of 
the interest to be conveyed and then states "[i]n 
establishing the purchase price to be paid by the 
applicant for the interest, the Secretary shall take 
into consideration any equities of the applicant and 
his predecessors in interest, including conditions of 
prior use and occupancy." 


Act{of October 23), 11962. ches Lites: 5i, 
(GSS tates 2a SOUS aCe S705 «(1964)., 


The Color of Title Act requires the Secretary of the 
Interior to appraise the land being sought by the 
applicant "and in such appraisal the Secretary shall 
consider and give full effect to the equities of any 
such applicant." 


Act of December 22, 1928, ch. 47, § 2, 45 
Stat. 1070, 43 U.S.C. § 1068a (1964). 


The townsite laws require lots to be appraised by dis- 
interested persons at their cash value and sold at 
public sale to the highest bidder subject to a minimum 
of $10.00 for each lot. Any lots not disposed of at 
public sale may be opened to private entry at such 
minimum price “or at such reasonable increase or 
dimunition thereafter as the Secretary of the Interior 
may order from time to time.” 


Act of Qctober 28, 1921, ch. 114, § 1, 
42 Stat. 208, as amended 43 U.S.C. § 713 (1964). 
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49. 


50. 


Bilis 


52. 


The Small Tract Act authorizes the Secretary of 
the Interior to sell small tracts not exceeding 
five acres which he classifies as chiefly valuable 
for residence, recreation, business or community 
site purposes “under such rules and regulations as 


he may prescribe, at a price to be determined by 


him." 


Act efsJune 11988 7uch ye ale Seale 
52 Stat. 609, as amended 43 U.S.C. 682a 


(1964) (emphasis added). 


Rights-of-way within and across the national forests 
for the construction and maintenance of dams, reser- 
voirs, water plants, ditches, flumes, pipes, tunnels 
and canals for municipal or mining purposes and for 
the purpose of the milling and reduction ores may be 
granted "under such rules and regulations as may be 
prescribed by the Secretary of Interior." 


Act of February 1,.1905,) ch. 286, 59 94> 
33, Stat. 628,516 Uss Cs 1524 201964)" 


Pictured Rocks National Lake Shore Act gives the 
Secretary of the Interior authority to acquire 
certain land, water and other property and improve- 
ments and states that in exercising this authority 
the Secretary shall give consideration to any offer 
made by the property owner to sell his property and 


"in considering any such offer, the Secretary shall 
take into consideration any hardship to the owner 
which might result from any undue delay in acquiring 
his property. 


Act of October 15, 1966, Pub. L. 89-668, 
§ 8, 80 Stat. 923, 16 U.S.C. § 460s-7(b) 
(1964) (emphasis added). 


The Military Construction Appropriation Act of 1969, 
which uses language similar to prior military appro- 
priation acts, authorizes the acquisition of lands 


and provides that no funds shall be used to purchase 
lands or easements in excess of 100 percentum of the 
value as determined by the Corps of Engineers except 
(a) where there is a determination of value by a 
Federal court (b) purchases negotiated by the Attorney 
General or his designee, and (c) when the estimated 


value is less than $25,000.00. 


Act of September 26, 1968, Pub. L. 90-513, 
§ 108, 82 Stat. 864 (emphasis added). 
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APPENDIX B 


BUREAU OF LAND MANAGEMENT 
APPRAISAL REVIEW FORM 
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4~1500a UNITED STATES 
RAY DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 


Serial Number 


Date of Appraisal 


REVIEW OF APPRAISAL Tyna oilCaee 


Name of Appraiser Name of Applicant 


The appraisal is proper except for the deficiencies noted below: 


1. "_] Organization and presentation (proper format and in logical sequence) 


2. |_] Effectiveness ( completeness, conciseness, use of language, extraneous material) 


3. [_] Delineation of assignment (legal description, tights appraised, limiting conditions, date of appraisal, date of 
field examination) 


4. |_] Area analysis (real estate market activity and analysis of trends) 


5. [_] Neighborhood analysis (dominant land use, social, physical, economic, and governmental factors) 


6. [ ] Site or Property analysis (identification, location, legal and physical access, physical features, use data, 
improvements and their ownership) 


y [_ ] Highest and best use 


a2 [] Approach to value (including adequacy and analysis of basic data) 


a 


9. [_] Correlation to arrive at a reasonable estimate of value 


10. [| Maps and other supplementary materials ( including vicinity map and plat of property) 


Remarks: 


APPENDIX C 


UNITED STATES FOREST SERVICE 
APPRAISAL REVIEW CHECKLIST 


a ae te Sa SO) = EEN TR WONG fee SAT OU AUT antiga Atl Neen 
are er ine Way ee TON, Ge Geren oar 


Case Wesicnation: 


Appraiser's Name: 
Reviewer's Name: 
Date: 


aa a eS 


ioc cctlons: Place a4 checiimarkin tie appropriate colurnin for 
2m to indicate if it is acceptable or not. If the item is nut 


= 2x LREDUCHION 


a. Name and location of the property 
‘are shown 


b. Name and address of the appraiser 
are shown 


c. Appraiser's estimate of fair market 
value is stated 

d. WDete of the report and appraiser's 
signature are included 

. Summarv of Pacts anc Conclusions 

a. Owner sc: record is shown 

b. Amouni of acreage involved is given 

c. Higsest and best use of the propert 
a5 StateG 


d. The improvements are listed 

e. Date of the value estimate is 
included 

fe Value of the property appraised 
is given 


ma 


g- Value of the whoie property beluce 
the taxing is shown 
rey Atal hood : ‘ 
jer : 369 DONS SU oe oy ree Nee 


rent No. 29 


»> ~-ble or has purposely been omitzed in the appraisal, cneck 
< -. A.“ column, Discuss in the review memorandum ai: items 
5 ave MD ene i 


e Page Ves, iNOmN Nc Se 


Wahi !=--Continued 


h. Value af ithe wnole property 
after the taking is shown 
Vaiue of the part taken i... shown 


Amouni of severance damage 
is shown 


j k. Amount of offsetting benefits 
i is shown 
3. Limiting Conditions 
All standard statements are included 
+. References 
a. Sources of the data are listed 


b. Qualifications of the technicians 


; are discussed 
‘B. ANALYSES AND CONCLUSIONS 
1. Purpose of Appraisal 
Purpose is adequately stated 
2. Definition of Market Value 
] Market value is properly defined 


3. Estate Appraised 
| _ Estate is correctly defined 
| 


4+. Description of Right-of-Way 
a. Right-of-way is described 
| | b. 
c. Description is certified by the 
responsible engineer 


5. Description of Entire Property 
a. Property identified by survey 
description or deed reference 


Acreage of right-of-way is given 


6. Acreage of entire property is given 
6. Area anc Local Data 


Area ard local data affecting property 
value are discussea 


Forest Service Manual 


Yes 


No 


Ns vse 


September 1969 


Amendment No. 29 


a) 


J 


Soz=: 


oer 1969 


T.TLS 5400 - LANDOWNERS ili? ADJUSTMENTS 


LON MO Mei Gnas Gl 


Proverty. Data 

BaD ISIE AS 

a. Land deseribed by dimension, 
size, shape, area types, topoz- 
raphy, minera: deposits, etc. 

b. Outstanding rights or possessory 
interests are discussed 

c.’ Improvements are identified and 

' discussed 

d. Amount of current assessment 

and property taxes are shown 


e. Zoning and other restrictions 
are discussed 


Analysis of Highest and Best Use 

a. The highest and best use assigned 
is justified 

b. In partial taking, the highest and 


Dest use in the "after" condition 
is specitied 


Estimate of Value 
a. Market Data Approach 


: (1) Comparable sales are verified, 
described, analyzed, and 
related to the subject property 


(2) Last sale of the subject property 
is listed and qualified 


(3) Adjustments for comparable 
sales are supported 


b. Cost Approach 


(1) Comparable land sales are 
Verified, described, analyzed, 
and related to the subject property 


(2) Adjustments for comparable 
sales are supported 


(3) Reproduction or replacement 
cost data are supported 


(4) Depreciation is defined, analyzed, 
and realisticaiiy aps:ied 


/ 


Arfen.nent No. 29 


Forest Service Manual 
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=3T25.5.00 + LANDOWNERSHIP A TMENTS 7 Les LAN : 
0 = LANDOWNERSHIP ADJUSTMENT TITLE 5400 - LANDOWNERSHi? ADJUSTMENTS 


iMsnibit l--Continued Roca ait : 
eS OS ixiibit 1--Continuc:! 
aS ee SO La 


Yes oe Nowe Naa y N 
cs ro) 


< Income Approaca : ; A : 
. pp c. Date of valuation is shown 


(1) Amounts aliocated to gross and is correct 


income, effective gross income, F 12 Qualidicationscnttoseaiees 
operating expense, and net p ——_—— OP praiss: 
income are adequately supported | a. Qualifications are listed 

(2) Capitalization rate used is b. Appraiser appears qualified 
supported j “6 to do subject appraisal 

ad. Anticipated Use Technique of Income C. ADDENDA 

Approach ! oe: 1. <All specified maps, containing 

(1) Anticipated use premise is ; : proper legends, are included 
realistic 2. Transaction Evidence Report 

(2) Amovnt of gross income is forms are included 
Rae | 3. Plat of appraised area is included 

(3) Profit rate used is supported 4. Photographs are identified 


(4) Development and other costs | and dated 


are listed and supported 


{5) Discount rate and the period ! ; 
are analyzed and supported , ) 


e. Partial Acquisitions ' 


(1) Either "Before and After Method'"' 
or "Part Taken as a Separate 
Unit Method" is used to estimate 
value 


Se | EI oe eo ees re ee ee 


(2) Severance damage estimate is 
supported and allowed under 
Federal law 


(3) Offsetting benefits estimate is 
supported 


10. Correlation and Final Value Estimate 


a. Appropriate discussion of the 
diiferent estimated values 


b. Conclusion regarding indicated 
value is sound and convincing 


li. Cebtitedtgn 
&: Stihdita statements are included 
b. Appraised value is shown 


. 
es eee eee 


Forest Service Manual September 1969 
Amendment No. 29 


(followed by D-1) 


APPENDIX D 


QUESTIONS PROPOUNDED BY 
PUBLIC LAND LAW REVIEW COMMISSION TO 
TWENTY-FIVE FEDERAL AGENCIES AND THEIR RESPONSES THERETO 


INDEX 
Subject Page 
Information Requested By Public Land Law 
Review Commission D- 2 
APPENDIX D , 
Department of the Interior 
QUESTIONS PROPOUNDED BY Bureau of Land Management D- 4 
PUBLIC LAND LAW REVIEW COMMISSION TO National Park Service D-10 
TWENTY-FIVE FEDERAL AGENCIES AND THEIR RESPONSES THERETO e Fish and Wildlife Service D-21 
Bureau of Reclamation D-27 
Bureau of Outdoor Recreation D-32 
Bureau of Indian Affairs D-34 
Bonneville Power Administration D-46 
d Department of Agriculture 
Forest Service D-63 
Agricultural Research Service D-99 
Department of Defense 
Department of the Army D-75 
Department of the Navy D-86 
Department of Transportation 
U. S. Coast Guard p-88 
Federal Aviation Administration D-91 
Federal Highway Administration D-94 
Department of Justice - Land and Natural 
Resources Division D-95 
Atomic Energy Commission D-105 
General Services Administration D-108 
Veterans Administration D-117 
D-1 


D-la 


Subject 


National Aeronautics and Space Administration 
International Boundary and Water Commission 
Public Health Service 

Department cf Commerce 

Federal Communications Commission 


Tennessee Valley Authority 


D-=1b 


INFORMATION REQUESTED BY 
PUBLIC LAND LAW REVIEW COMMISSION 


In order to obtain information upon which to base 
a discussion of current federal appraisal practices, the 
Public Land Law Review Commission requested the twenty- 
four agencies listed in the index to this Appendix, and 
the Department of. Air Force which did not reply, to supply: 


1. A general description of the organizational 
placement of those performing the appraisal function 
together with a brief statement of how the appraisal 
function is administratively performed and supervised, 
including procedures for review of appraisals; 


2. A general description of qualifications for 
staff appraisers, including reviewing appraisers, and 
how they are chosen and trained; 


3. A general description of the purposes for which 
appraisals have been made during the past three years, 
including a general characterization of the type of lands, 
resources, buildings, and other improvements appraised; 


4. A general description of administrative policy 
and procedures for determining which, if any, appraisals 
will be accomplished by the staff and which by someone 
other than a staff appraiser, either by contract or other- 
wise; 


5. A general description of how non-staff appraisers 
are selected, including a statement, if any, of qualifica- 
tions prescribed for such selection, whether a list is 
maintained of qualified "outside" appraisers and, if so, 
the means by which an appraiser may be placed on the list, 
including whether procedures exist to permit appraisers to 
apply therefor; 


6. A general statement as to whether different 
practices, procedures or policies are utilized concerning 
any of the above factors relative to different categories 
of land and land transactions, and specifically whether 
the same procedures apply only to (a) acquisitions, 
exchanges, or disposals; and (b) the valuation for any 
purpose of federally owned property or interest therein as 
compared with valuation of other publicly owned or privately 
owned property and interest therein; 


ee Pere sak 
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IN REPLY REFER to 


UNITED STATES 1750 (322 
DEPARTMENT OF THE INTERIOR PLLRC 
BUREAU OF LAND MANAGEMENT 
WASHINGTON, D.C. 20240 


7. The number of staff appraisers employed; a 
brief discussion of the grade structure, including the 
grade and salary as of January 1, 1969, of the highest 
appraisal official in each department and agency, the 
lowest grade and salary for an appraiser, and for either 
calendar year 1968 or fiscal year 1968, the average 


grade and salary, and the total cost of staff appraisal jut 18 1963 
personnel; and for that same year, the maximum pay for + Memorandum 
an "outside" appraisal, the average fee paid for non- 
staff appraisals; and the total paid for non-staff Mes Assistant Secretary, Public land Management 
appraisals; Acting Assistiqygtion : Karl S. landstrom Z 
- . od 
8. The number of appraisals prepared by or for a From: Director, Bureau of land Management ? ea ef 
the agency involved during each of the last three years on 
broken down to show the types of appraisals involved, Gubject: PLURC request for information on public land appraisals 
the kinds of lands appraised, the number accomplished | JUL 2 3 196 
by staff appraisers, by "outside" appraisers, and the | “ASSISTANT. This is in response to your memorandum of June 9 forwarding a request from 
range or magnitude of values involved in appraisals; es the Public Lend Law Review Commission to furnish 12 items of information 
relating to public land appraisals. Following are answers to those items 
9. A description of the magnitude of values covered . Which are readily available and required no extensive effort. They are 
by all appraisals for the fiscal year 1968, including, numbered in the order in which the information was requested. 
where available, total cost of acquisition and receipts 
from disposition of properties for which appraisals were 1. The Bureau has 64 district offices in which one or more persons make 
made; appraisals, These employees are administratively supervised by the managers 
: of their respective districts. The appraisal work is technica supervised 
10. A description of the magnitude of value, if any, by 11 state ortlost in most cases. There are some cases pieboutns vin 
involved in transactions for which no appraisals were made; | Y vision has been delegated to the district offices. Technical supervision 
r 4 i : z basically involves appraisal review. All appraisals are required to be 
ii. A general discussion of the relationship between | reviewed. Those involving values of $250,000 or more are submitted to the 
appraised values and acquisition cost or price received Secretary's Office for approval. These are all reviewed in the Director's 
for sale or lease with a few examples of instances where . Office prior to forwarding to the Secretary. Appraisals involved in cases 
there was a wide variance between appraisal and either the on appeal to the Director where value is an issue are also reviewed in the 
cost or receipts; Washington Office. 
12. A statement identifying the statutes and regula- | 2. Staff appraisers are for the most part realty specialists who are college 
tions which in the opinion of the particular department graduates. The easement acquisition function 1 
: : ° » particularly in Oregon, util- 
or agency involved require that a determination of value be izes graduate foresters. Inexperienced employees are given on-the-job train- 
made either by appraisal or otherwise. ing by experienced personnel at the district level. After some experience 


they are sent to non-governmental training courses conducted by the American 
Institute of Real Estate Appraisers and other appraisal organizations. Three 
and four day seminars have also been put on by Bureau personnel to teach 
appraisal techniques related to the types of appraisals that Bureau appraisers 
are called on to make. Appraisal review acts as a tool for on-the-job train- 
ing. Qualifications for the GS-1170 series are attached. 


Reviewing appraisers are selected through the Bureau's promotion plan. 
Attached are the minimum standards for State Reviewing Appraiser. Training 
is conducted through a review of their work by Service Center and Washington 
Office personnel, 


3. The purpose of appraisal in this Bureau has been to estimate fair market 
value. The function of the appraisals is to determine the minimum price 
acceptable in the sale of lands, to insure that the value of selected lands 
does not exceed the value of offered lands in exchanges, to determine the 
rental for rights-of-way and use permits, and charges for materials. Appraisals 
are used as a guide for negotiators in acquiring easements for providing access 
to the public lands. ‘The land which is appraised is mostly in rural areas suit- 
able for grazing and timber production. Its highest and best use ranges from 
grazing, farming and timber production to recreation, residential and indus- 
trial use. For the most part it is unimproved. 


4, Most appraisals in the Bureau are made by staff personnel. Contract 
appraisers are used mostly in the easement acquisition function. They are 

used where condemnation and/or high values are anticipated, where unique 
appraisal situations are encountered, such as "going businesses" and lease- 
hold interests, and where a Significant share of the value of the taking is 
obviously attributable to severance damage. The Bureau uses them when there 

is a sudden addition to the normal appraisal workload for which staff appraisers 
are unavailable. 


Other agencies sometimes make appraisals of public domain where the ultimate 
action or function of the appraisal is of primary benefit to the other agency. 
BLM retains the review responsibility in these cases, however. 


5- Contract appraisers are selected on the basis of technical ability for 
the type of lands to be appraised. Those with the MAI designation or other 
accreditation are preferred. Outside of Western Oregon, no lists are main- 
tained as qualified appraisers are so few in number that the field offices 
know most of them. In Western Oregon, district personnel interview contract 
appraisers and review their qualifications. The information is submitted to 
the State Office for approval. Where condemnation is a probability, the 
Department of Justice is consulted. If an appraiser is to give expert testi- 
mony in court, he must be acceptable to the U. S. Attorney's Office. 


6. There are no differences in practices except where noted previously and 
except for low value rights-of-way where benchmark appraisals are made to 
establish the maximum size rights-of-way that will fall below the minimum 
rental called for in the regulations. 


T- As of January 1, 1969, there were 119 employees involved in the real 
estate appraisal process in the Bureau. Their grades ran from GS-7 to GS-13. 
The average grade was GS-10.) while the mode and median were each GS-11. 

The average salary was $11,000. The grade and salary of the highest appraisal 
official were GS-13 and $16,809. The lowest grade was one GS-7 at $6,981. 


10. The values involved in transactions without appraisal in fiscal year 1968 
ranged from $4 to $685,000. These were leases and sales to State governments 
under the Recreation and Public Purposes Act for health and educational 


purposes. 


ll. For the most part, the fair market value as estimated through appraisal 
is the price received for sale or lease or the acquisition cost. However, 
there are certain acts which cause a variance. In both public sale acts, 
Revised Statutes 2455 and the Act of September 1! » 1964, the fair market 
value is the minimum price which will be accepted. Therefore, the price 

can and does in many instances exceed the appraised estimate of fair market 
value. Other laws imply a payment of something less than fair market value. 
The Color of Title Act of December 22, 1928, states that the appraisal shall 
consider and give full effect to the equities of the applicant, The Mining 
Claims Occupancy Act of October 23, 1962, states that in establishing the 
purchase price which is determined by appraisal ,considerations shall be 
given to "any equities of the applicant and his predecessors in interest, 
including conditions of prior use and occupancy." In fixing the price for 
lease or conveyance under the Recreation and Public Purposes Act of June 14, 
1926, as amended, consideration will be given to the purposes for which the 
land will be used. 


Lands in Alabama valued at $8,000 were recently conveyed under the Color of 
Title Act for $800. During fiscal year 1968, the following were conveyed 
under the Recreation and Public Purposes Act: 


$21,000 worth of land in Nevada for $1,050 to a church for recreational 
purposes. 


$31,000 worth of land in New Mexico to the Boys Scouts for $1567 for 
recreational and educational use. 


Land in New Mexico valued at $1400 to the Campfire Girls for $200 for 
& day camp. 


land in Alaska valued at $2,250 to a volunteer fire department for $1125 
for a fire station and recreation. 


le. Following are a list of statutes with appropriate regulation reference 
which require that a valuation be made by appreisal or otherwise: 


=3 - Pierce Act, Act of 6/23/38 (52 Stat. 1033; 43 USC 
315 m-L, soe =a incl. } 


43 CFR 2214.1-5 - Color-of-Title, Act of 12/22/28 (45 Stat. 1069) 
as amended by the Act of 6/28/53 (67 Stat. 227; 43 U.S.C. 1068, 1068a) 


43 CFR 2214.3 - Act of g/aifee (42 Stat. 992; 43 U.S.C. 992) 

43 CFR 2214 4-2 - Act of 2/19/25 (43 Stat. O51; #3 U.S.C. 993) 

43 CFR 2211.6 - Snake River Omitted Lands, Act of 5/31/62 (76 Stat. 89) 

43 CFR 2215.0-2 - Mining Claims Occupancy Act, Act of 10/23/62, as 
Seer Cie Bist. 1127; 30 U.S.C. 701-709) 

43 CFR 2231.3 - Cemetery Act, Act of 3/1/07 (34 Stat. 1052; 43 U.S.C. 682) 


43 CFR 2232.2-3 - Recreation and Public Purposes Act, Act of 6/14/26, as 
amended (13 U.S.c. 869; 869-1) 


43 GFR 2233-3-1, 2233.3-3, 2233.4 - Small Pract Act, Act of 6/1/38 
: as amended by the Act of 6/8/54 (68 Stat. 239; 


9 
43 U.S.C. 682a) 


43 CFR 2234.1-6 - Rights-of-Way: ; 
‘Act of 5/14/1898 (30 Stat. 409; 48 U.S.C. 411<419) 
| 2 2/21/1895 (28 Stat. 635; 43 U.S.C. 956) 
" "© 2/15/01 (31 Stat. 790; 43 U.8.C. 959) 
“ "3/4/11 (36 Stat. 1253; 43 U.S.c. 961) 
Sec. 28 of Act of 2/25/20 (41 Stat. 449) as amended by the Acts 
of 8/21/35 and 8/12/53 (49 Stat. 678; 67 Stat. 5573 30 U.S.C. 185) 


43 CFR 2235.1 - Airport Act, Act of 5/24/28 (45 Stat. 728; 49 U.S.C. 
211-214) as amended by Act of 8/16/41 (55 Stat. 621) 

43 CFR 2236.1-% Special Land Use Permit, Secs. 446, 453, and 2478 

of Revised Statutes (1875) as amended, 43 U.S.C. secs. ie, By aleont 
(196); Act of 9/19/64 (78 stat. 986; 43 U.S.C. secs. 1411-1418 (1964); 


Act of 7/14/60 (70 Stat. 506; 43 U.S.C. secs. 1361-1364 (1964))ana 
other authority. 


43 CFR 22h1,1-2 - Alaska Public Sales Act, Act of 8/30/49 (63 Stat. 679; 
ie U.S.C. 364a-364e) 


ee ate 


3 CFR 22h2,1-1 — Townsites, sec. 2380 and 2381 of the Revised Statutes 
(43.08.0700 » 712) 


i CFR 2243.0-7 - Public Sale, Revised Statutes 2455, as amended 
43 U.S.C. 1171) 


43 CFR 2243.2-1 - Public Land Sale Act, Act of 9/19/61 (78 Stat. 988 ; 
43 U.S.C. 1421-1427) 


43 CFR 22h 1-1 - State Exchanges, subsections (c) and (d) of sec. 8 
of Act of 6/28/3h (48 Stat. 1272), as amended (43 U.S.C, sec. 315g) 

43 CBR 22h 1-1 - Private Exchanges, subsections (b) and (4) of sec. 8 
of Act of 6/28/3h (48 stat. 1272), as amended (43 U.S.C. sec. 315g) 


43 CFR 22hh b-1 -08¢ Exchange, Act of 7/31/39 (53 Stat. 1142 ) 


- 43 CFR 22hh W-3 ~ Indian Reservation Exchanges: 
Act of 4/21/oh (33 Stat. 211; 43 U.S.C. sec. 149) 


Sec. 13 of the Act of 3/3/21 (41 Stat. 1239) 
Sec. 2 of the Act of 6/14/3k (48 stat. 961) 


43 CFR 22h) bok — National Park System Exchanges: 
Point Reyes National Seashore, Act of 9/13/62 (76 Stat. 538 3 
43 U.S.C. 459e-h59¢-7) 


Fire Island National Seashore, Act of 9/11/64 (78 Stat. 928 ; 
16 U.S.C. 4508-h59e<9) 


lake Mead National Recreation Area, Act of 10/8/64 (78 stat. 1039; 
16 U.S.C. 460n-460n-9) 


Whiskeytown-Shasta-Trinity National Recreation Area, Act of 11/8/65 
(79 Stat. 1295) 


geet National Park, Act of 10/2/68 (82 Stat. 93135516 U.S<0s7On~ 
7193 , 


43 CFR 22hh 4-5 ~ Wi1aisFe Refuge Exchanges, Section 4(b)(3) of the 
Act of 10 15 (80 Stat. 926). National Key Deer Refuge, Section 1 
of Act of 8/22/57 (71 Stat. 412) as amended (16 U.S.C, 696) 
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43 CFR 22hh 4-6 - State Exchanges: 
] 150) 


Act of 5/7/32 (47 Stat. 
Section 3 of the Act of 6/14/34 (48 Stat. 962) 


Act of 12/7/h2 (56 Stat. 1042) 


43 CFR 2215.0-3 - Alaska Housing Act, Section 6 of Act of 4/23/k9 
(5 Stat. = ts U.S.C. 48hc) 


43 CFR 2251 - Choctaw-Chickasaw lands, Act of 8/3/55 (69 Stat. 445) 


Enclosures 
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NATIONAL PARK SERVICE 
ERK DERVIS E 


The Division of Land Acquisition for the National Park Service is 
headquartered in the main Interior Building in Washington, D. C. 
Two types of land acquisition activity are required. New area, 
acquisition is accomplished by two Offices of Land Acquisition 
located in Service Centers. The United States is divided at the 
Missourl River with the Washington Service Center being responsible 


including Alaska, Hawaii, and Guam. Private inholdings in existing 
parks are acquired by land acquisition personnel in the five 
regional offices covering the United States. While this arrange~= 
ment may appear repetitive pett-is necessary since the two types are 
frequently quite different since inholdings in particular are most 
often purchased on an opportunity basis without resort to condemna- 
tion which is in accord with the wishes of the Congress. Under the 


- offices of Land Acquisition, there are presently ten (10) project 


offices of which four have permanent staff appraisers assigned. 
The other six, for efficiency of management, have their appraisal 
needs administered by the appropriate Office of Land Acquisition. 


As a result of the comparatively small appraisal staff maintained 
by the National Park Service » two presently active projects have 
been satisfactorily "farmed cut" to the Corps of Engineers. ‘These 
two projects are the Delaware Water Gap National Recreation Area 
in Pennsylvania and New Jersey, which has been made a part of 
the Corps of Engineers acquisition for the Tocks Island Dan and 
Reservoir, and the Biscayne National Monument, Florida, which is 
being acquired by request by the Jacksonville Districtof the Corps 
of Engineers, These two cooperative projects are working very well 
with no insurmountable problems having been encountered, 


And additional and unique feature of the National Park Service 
appraisal function is the service performed for other agencies. 
For example, the Grant-In-Aia program of the Bureau of Outdoor 
Recreation requires appraisals of the properties to be purchased 
by states or other agencies. These appraisals are reviewed by 
agreement with the Bureau of Outdoor Recreation and are required 
thereby to be acceptable work products for its purposes. A similar 
function, but which includes the actual preparation of appraisal 
reports on a world-wide geographical basis, is performed for the 
Office of Territories. These assignments by agreement have pro- 
gressed smoothly with no friction between Bureaus or, for that 
matter, any unculy critical comment, 
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Approval of appraisals is accomplished by authority delegated 
within monetary limits. The Division of Land Acquisition has 
overall responsibility for the appraisal function. Accordingly 
final approval authority rests in that office. For new area i 
acquisition, each Office of Land Acquisition is delegated 
approval authority up to $200,000. This authority is subdele- 
gated to project offices in amounts varying from $25,000 to 
$100,000, dependent upon the experience history of the review 
appraiser. All appraisals reporting values over $200,000 are 
approved in the Division of Land Acquisition in Washington, D. C. 
Review procedures follow the delegations of authority closely. 
Appraisal reports within a project's approval authority are _ 
reviewed at the project. When the appraised value is above the 
project's approval authority, but less than $200,000, it is 
reviewed at the project and review comment is attached efter 
which it is submitted to the appropriate Office of Land Acquisi- 
tion for approval, If the appraisal is above $200,000, review 
comments and recommendations are also attached by the Office of 
Land Acquisition and the appraisal is submitted to the Division 
office for approval. Spot review checks are made of each subor- 
- dinate officé, but otherwise a low value appraisal receives at 
least one review, a medium value appraisal is reviewed at least 
twice, and a high value appraisal is reviewed three times. 


The Division of Land Acquisition hes one Chief Appraiser and 

two Supervisory Review Appraisers in the Washington office and 

one Review Appraiser for inholdings whose duty station is in 
Omaha. .The two Offices of Land Acquisition have a Chief Appraiser 
end a staff of usually five appraisers. The four project offices 
with appraisers assigned, all have one reviewer, except one pro- 
Ject where the work loaf requires three, ‘Fee appraisers are the 


primaty producers of appraisal reports. Regardless of assignment, other 


required reviews are performed by each office on a request basis 
to promote operational efficiency and lessen review costs, 


Close liaison is maintained between all offices. Changes in 
appraisal policy are initiated by and are the responsibility of 
the Division. The three-year record of accomplishment since 
establishment of this organization indicates this to be a sound 
and efficient method of operation. 


D-i1 


=e. ee. a 


SISNET ES Seg 


ne 


et 


ores a 


2 


ad 


ners 


Seenyaeresy 


oe pits 


NATIONAL PARK SERVICE 


Technique of Land Appraisal 


Iter (2 


In order to be eligible for employment with the Naticnal Park Service, 

a staff appraiser must have had a minimum of 3 years of acceptable 
experience as a practicing appraiser. In addition, he should have a 
minimum of 2 years of college. Additional experience is acceptable in 
some instances in lieu of college. Substitution has been, however, 
rarely necessary since the attempt has been made to build our staff with 
younger men, each of whom has been screened for personality, enthusiasm, 
and ethical principles in addition to appraisal ability. 


Review appraisers are required to have the same qualifications as a 
staff appraiser but, in addition thereto, must also have a minimum of 
5 years acceptable appraisal experience which must include appraising 
property types similar to those on which he will be required to review 
appraisals. 


Following selection, each new appraiser is subjected to a variety of work 
assignments under more experienced men until he satisfactorily demon- 
strates acceptable appraisal ability. Attendance at seminars and schools 
cenducted by professional appraisal organizations is encouraged. The 
seeking of recognition ef professional ability by acceptance into member- 
ship in a national appraisal organization is stressed as a means to develop 
the necessary appraisal skills. 


lten (3) 


Appraisals have been made during the lest 3 years primarily to estizate 
market value of fee title for acquisition. There are occasions when 2 
lesser interest in a property is all that is required. In these instances, 
appraisals are made of the required interest. In order to meet require- 
ments of the courts, appraisals ef lesser interests must necessarily include 
walue of the fee to determine property value in its unaffected condition. 

In like usnner, appraisals are made of properties remaining after partial 
acquisition in order thet after value can be identified as a means of 
determining value of the part taken and possible severance damege to the 


remainder. 
To list the types of properties appraised by the National Park Service is 


almest impossible. The variety parameters could be said to be the $3,500,000 
Irvin office building in Philadelphia on the one hand and 2 backwoods 
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cabin in the Ozarks on the other. In between could be found an operating 
railroad, an extensive lumber manufacturing plant, numerous cattle 
ranches, beach or lakefront homes and sites, shopping centers, gold, 
silver, or cinnibar mines, ski resorts, marinas, hotels, motels, farms, 
historic dwellings, slaughterhouses, redwood forests, etc. The list is 
practically endless and is believed tu be more extensive in included 
property types than encountered by any other Government agency or Bureau. 


Iten (4) 


Insofar as possible, all appraisals are done by staff personnel. When 
scheduling requires, the more difficult appraisals are purchased by con- | 
tract, not necessarily because of their difficulty but by reason of time 
required to finish the assignment. In instances where acquisition by 
condemnation has been necessary, an appraisal by an independent fee 
appraiser is sought for availability to the Department of Justice. | 


Fee appraisals are always used when there is obvious local objection to 
an appraisal being made by a Government employee. It is absolutely 
necessary to maintain flexibility in assignment of appraisals since it is 
not always possible to anticipate public reaction. The acquisition program 

) Bust be correspondingly adaptable to utilize the best in available | 
management techniques. 


Item (5 


Nonstaff or fee appraisers are selected first on the basis of their 
qualifications and second on their availability. The procedure of sel- 
ection generally follows the order of compiling a list of qualified 
appraisers who are then contacted to determine their interest in the assign 
Bent and their availability. A “target™ estimate of potential costs is 
prepared by the appraisal staff. Each poteatial contractor is invited to 
submit an estimate of his charges. Final selection is based on the best 
avéilable man whose charges appear reasonable when compared to the target 
estimate. 


| 
i 
| 


There is no attempt to select the low bidder since experience has shown 
that he would likely be the least qualified applicant anyway. 


Qualifications of fee appraisers are usually considered to be 2 documented 
background of appraisal experience involving similar properties, active 

Bembership in professional appraisal organizations, and experience as a 

witness should testimony later be required. Each fee appraiser is clear 
with the local United States Attorney prior to employment. 


The National Park Service maintains a list of qualified appraisers. The 
) list includes the names of every person who expresses an interest in 
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appraisal work, It goes without saying that many are never employed 
for, in the compilation of a list of appraisers qualified for an assign- 
ment, every effort is made to see that only the best qualified receive 
consideration. 


Appraisers interested in fee work notify us directly, they seek help 
through political influences, they are endorsed by other appraisers, 

and frequently call in person seeking employment. Each is given court- 
cous treatment and the opportunity to describe his ability and experience. 


Iten (6) 


All appraisals are prepared similarly regardless of the purpose for 
which they are to be used. As previously stated, our appraisals are of 
market value. Market value is the same under any condition and for any 
purpose. The National Park Service does net knowingly condone a biased 
appraisal regardless of the reason for which it was made. 


Item (7 


(a) Number of staff appraisers: 20 
(b) Grade structure: 


Appraiser Grade 


1 15 
5 13 
14 12 


(c) Average grade: 12.8 

(d) Average salary; $13,113 : 

(e) Tetal cost staff personnel: $295,400 

(£) Msximum peyment outside appraisal: $2,500 
(g) Average fee outside appraisal: $73.60 

(h) Total paid outside appraisals: $260,052 


Item (8 


(a) Number of appraisals prepared: 


1967 1968 1969 Total 
semte 218 8,442 12,528 21,188 
ontrect 2,568 2,063 3,526 8,157 
2,786 16,505 16,054 29,345 
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is 
In addition to the totals shown on page 3, the Corps of Engineers 
making the appraisals at two National Park Service projects--Biscayne 
National Monument and Delaware Water Gap National Recreation Area. 
The Corps' accomplishments for the National Park Service during the 


reporting period are as follows: 


Delaware Water Gap NRA: 


1967 
Staff 436 
Contract 144 
§80 

Biscayne NM: 
Staff -- 
Contract a= 


Total appraisals by staff 


Total appraisals by contract 


1968 


1,037 


245 


1,282 


23,243 


8,660 


TOTAL ALL SOURCES, ...... . 31,903 


8 
“sf Types of appraisals; 


i £ fee title, Seven 
appraisals were mede to estimate market value o 4 : 
sate or 2, 228'were extended to find market value of lesser estates such 
as scenic easements, utility rights-of-way, or reduced values under 
restricted use by leaseback-sellback provisions. 


reported narratively. 


(8) 
{c) Kinds of lands appraised: 
Kind 
Industrial * 
Commercial * 


Recreation (unpaid} 


® 


Recreation (water oriented) 


Db-15 


37 


Tracts 


186 
2,284 
5,651 
4,357 


Total 


2,055 
466 


2,521 


37 


All appraisals were 


(continued) 


Kind 


Homesites (lots) * 


Agricultural 
Woodland * 
Waterfront * 


Historic Sites * 


TOTAL 


* These figures are estimates dase 


tracts appraised. 


(8) 


(d) Range of appraisals--3-year period 


Low § 


27 


High $93,000,000 


The magnitude of values involved in 
Service in fiscal year 1968 ran 


ged from a low of 


Tracts _ 


5,125 
8,368 
3,323 
2,197 

412 


31,903 


7 nth aS Ket NE BIE 


d upon a statistical sampling of total 


appraisals made for the National Park 
$100 to a high of $93 


million. Total cost of acquisition is not available, No properties were 


disposed of, 


Item (10) 


No real estate transactions were made without benefit of prior appraisals, 


Iter (21) 


All acquisition of properties by the National Park Service is. based on 
to reflect typical market feelings and motivations, | 


negotiations which attempt 


In every negotiation, the appraisal is reco 
value with which a landowmer might disagree 


Accordingly, a landowner'’s viewpoint is given an attentive ear, 
latitude is limited by delegation to suboffices and May never exc 
percent above the appraisal un 
Division of Lsnd Acquisition, 
caissien by the appraiser or if 


ganized 2s being an estimate of 
» with some justification, 


Negotiating 
eed 16 


less specifically authorized by the Chief, 
In instances where there has been clear-cut 
negotiations disclose the appraisal te have 


been made on an improper premise, the Regotiated payment may exceed 10 
percent above the appraisal. 


Experience has shown that ca 


whe are not experienced in 


r@ must be exercised te insure that landowmers 


the sale of real estate receive at least the full 
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apount of the appraisal for their property. To accomplish this requires 
an evaluation of the landowner's ability to negotiate by the Government 
employee responsible for the negotiations. Extreme care is exercised in 
this area and if a landowner does not receive the full appraised value 

of his property, it is due to a circumstance which could not be reasonably 
prevented. Fortunately, these instances are, for all extents end pur- 
poses, practically nonexistent. An extreme example of the variance between 
an appraisal and a negotiated amount can be found in Virgin Islands 
National Park; The appraisal was for $150,000 and the negotiated payment 
was for $300,000. The reason for the difference is that the appraiser 
misinterpreted a sale of the adjoining property which had been bought 

on a front foot of beach basis rather than acreage. The landowner: selling 
to the Government was paid the high value under the definition of highest 
and best use which is: 


"The highest price in terms of money that a property would 
bring if exposed for sale in the open market for a reasonable 
time in which to find a buyer who is fully aware of all the 
uses to which it could be put or for which it was adapted." 


Item (12 


There is no law or regulation having applicability generally to acquis- 
ition of land by or for the National Park Service, However, 2 number of 
the Acts of Congress establishing individual areas of the National Park 
System, or modifying areas already established, contain brief references 
to the determination of value of lands. (The Majority of areas of the 
National Park System were set up by or under the authority of Acts of 
Congress that either contain no reference to land acquisition or which 
simply authorize the acquisition of land in general terms without eny 
reference as to how value shall be determined.) 


Several Acts state that lands shall be acquired at a price which, in the 
opinion of the acquiring official, shall be reasonable, Citations to 
these statutes are as follows: 


1. Section 2 of the Act of February 14, 1927 (44 Stat. 1091), establishing 
Fredericksburg and Spotsylvania County Battlefields Memorial National 
Military Park in Virginia. 


2. Section 2 of the April 25, 1947 (61 Stat. 52) Act, establishing the 
Theodore Roosevelt National Memorial Park in North Dakota, 

NERAPS PPSeVGhe Mek peini Fadsyiva’ » pen ob ¥ 

3. Section 5 of the Act of March 3, 1927 (44 Stat. 1399), establishing 
Stones River National’ Battlefield in Tennessee. . ts 


HAtsh HEPES: 
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4. Section 1 of the Act of April 22, 1960 (74 Stat. 79), providing for 
the protection and preservation of the Antietam Battlefield in the 
State of Maryland. 


5. Section 2 of the Act of May 26, 1936 (49 Stat. 1373), establishing 
Fort Frederica National Monument in Georgia. 


6. Section 1 of the Act of July 14, 1943 (57 Stat. 563), establishing 
George Washington Carver National Monument in Missouri, 


A number of statutes pertaining to park areas authorize the exchange of 
Federal lands for non-Federal lands when the values are equal. Some of 
these Acts permit the payment of money by either party, as appropriate, 
to equalize values, Statutes of this character are listed below: 


1. Section 1 of the Act of March 29, 1956 (76 Stat. 61), authoriging 
land exchange for Colonial National Historical Park in Virginia. 


2. Section 2 of the Act of April 29, 1960 (74 Stat. 83), pertaining to 
Fort Laramie National Historic Site in Wyoming. 


3. Section 4 of Act of May 7, 1952 (66 Stat. 65), pertaining to Badlands 
National Monument in South Dakota. 


4. Section 1 of the Act of August 27, 1958 (72 Stat. 931), authorizing 
land exchanges for purposes of the George Washington Memorial Parkway to 
Montgomery County, Maryland. 


5. Section 1 of the Act of June 30, 1961 (75 Stat. 196), pertaining to the 
Blue Ridge and Natchez Trace Parkways. 


6. Section 3(c) of the Act of September 13, 1962 (76 Stat. $38), establish- 
ing Point Reyes National Seashore, in California. 


7, Section 6(d) of the Act of October 2, 1968 (82 Stat. 906), providing 
for a National Wild and Scenic River Systen. 


8. Section 2(a) of the Act of October 15, 1966 (80 Stat. 913), providing 
for the establishment of the Bighorn Canyon National Recreation Area in 
Wyoming and Montana. 


9. Section 2(b) of the Act of October 18, 1968 (82 Stat. 1188), author- 
izing the establishment of Biscayne National Monument in Florida. 


10, Section 2 of the Act of September 12, 1964 (78 Stat. 934), establishing 
Canyonlands National Park in Utah. 
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11. Section 2(b) of the Act of March 10, 1966 (80 Stat. 33), providing 


' for the establishment of Cape Lookout National Seashore in North Carolina. 


12, Section 1 of the Act of May 16, 1958 (72 Stat. 115), authorizing 
land exchanges for Great Smoky Mountains National Park. 


(80 Stat. 920) 
13, Section 2(b) of the Act of October iS, 1966/ providing for the 


establishment of Guadalupe Mountains National Park in Texas. 


14, Section 2 of the Act of October 8, 1964 (78 Stat. 1039), pertaining 
to Lake Mead National Recreation Area in sae te and Nevada, 


15. Section 5(b) of the Act of July 15, 1968 (82 Stat. 354), ae 
the Land and Water Conservation Act of 1965. 


16, Section 302 of the Act of October 2, 1968 (82 Stat. 926), establishing 
North Cascade National Park and Ross Lake and Lake Chelan National 
Recreation Areas in the State of Washington. 


17, Section 2 of the Act of August 27, 1964 (78 Stat. 608), providing for 
the establishment of Ozark National Scenic Riverways in Missouri. 


18, Section 1(b) of the Act of July 19, 1966 (80 Stat. 319), relating to 
certain lands in Prince Georges and Charles Counties, Maryland. 


19. Section 5 of the Act of October 2, 1968 (82 Stat. 931), establishing 


‘Redwood National Park in California. 


20. Section 2(b) of the Act of November 8, 1965 (79 Stat. 1295), establish- 
ing Whiskeytown-Shasta-Trinity National Recreation Area in California. 


21. Section 8(f) of the Act of October 15, 1966 (80 Stat. 922), establish- 
ing Pictured Rocks National Lakeshore in Michigan. 


22. Section 2(a) of the Act of November 5, 1966 (80 Stat. 1309), providing 
for the establishment of Indiana Dunes National Lakeshore. 


23. Section 2(d) of the Act of September 11, 1964 (78 Stat. 928), establish- 
ing Fire Island National Seashore in New York. 


24. Section 2(b) of the Act of September 21, 1965 (79 Stat. 824), providing 
for the establishment of Assateague Island National Seashore in Maryland, 


25. Section 7(b) of the Act of October 2, 1968 (82 Stat. 919), enacted to 
establish @ national trails system. 
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26. Section 2(c) of the Act of September 11, 1964 (78 Stat. 928), 
establishing Fire Island National Seashore in New York reads as follows: 


"The Secretary shall pay not more than the fair market value, 
as determined by him, for any land or interest therein acquired 
by purchase." 


27. Section 2(d) of the Act of August 7, 1961 (75 Stat. 284), providing 
for the establishment of Cape Cod National Seashore in Massachusetts 


is more specific: 


“As used in this Act, the term ‘fair market value’ shall mean 
the fair market value as determined by the Secretary, who may 
in his discretion base his determination on an independent- 
appraisal obtained by hin." 


ADDRESS ONLY THE DIRECTOR 
BUREAU OF SPORT FISHERIES 
AND WILDLIFE 


UNITED STATES. 


DEPARTMENT OF THE INTERIOR | ) 4 required to be submitted to the Washington Office, on contro- 
FISH AND WILDLIFE SERVICE versial or complicated reports, and in addition, at least once 
BUREAU OF SPORT FISHERIES AND WILDLIFE a year, does a review and field spot check of the appraisal 
WASHINGTON, D.C. 20240 function in each regional office, 
JUL 14 1969 (2) Staff appraisers are either appointed from Civil Service regis- 


ters, or are transferred from other federal agencies. 


The Bureau's training program for appraisers is a combination 


ynTERlOR DEFIs Memorandum 


\S of study assignments. given in the office, on-the-job training, 
= 3 qfo : Assistant Secretary - Public Land Management » ia) and the taking of courses sponsored by the American Institute 
INL 2c 196 Through: Assistant Secretary for Fish and winarize, CRD aN of Real Estate Appraisers. Course 1, Basic Frinciples, Methods 
ASSESTANT, Parks, and Marine Resources 3 and Techniques of Real Estate Appraisal, is mandatory. 

Bb Assistant 
= - From : Director An employee will qualify as a journeyman appraiser when he 
has demonstrated the ability to appraise the more complicated 
Subject: Public Land Law Review Commission - Study of Appraisal properties. Subsequently review appraisers are then chosen 


Techniques and Procedures from the most competent journeyman appraisers. 

4 
Bureau appraisals during the last three years have been made 
to estimate the market value of properties which were to be 
acquired in fee by direct purchase or condemnation. In addition, 
appraisals have been made for various easements, such as for 
waterfowl production areas, underground pipelines, overhead 
utility lines, flowage, and road right-of-ways; to determine 
) rental rates for Government buildings; for properties, both 


which is responsible for activities relating to land appraisal, land and buildings, to be exchanged between the Bureau and 
acquisition, management, and disposition. Staff appraisers private parties; and for improvements declared excess and 
are located in five regional offices which are in Portland, | to be disposed of. 

Oregon; Albuquerque, New Mexico; Twin Cities, Minnesota; 
Atlanta, Georgia; and Boston, Massachusetts. Organi zationally, 
they are placed in the Appraisal Section under the general 
Supervision and guidance of a Section Chief who is directly ‘ = 
responsible to the Regional Supervisor of the Realty Division. Fransisco. Examples of the type of properties included are 

A regional review appraiser is located in each regional office unimproved wetlands, improved farms and ranches, marinas, 

except Albuquerque and is directly responsible to the Regional residential homes, hunting clubs, properties with timber prod- 
Realty Supervisor. The Bureau Chief Appraiser is part of the ucts and oil, gas and mineral resources, lands with recreational, 
Washington Realty Office Staff and directly responsible to subdivision (waterfront and inland) and industrial potentials, 


the Chief, Division of Realty. and fish hatcheries. 


This responds to Mr. Landstrom!s memorandum of June 9 requesting (3) 
12 items of information in relating to public land appraisals. : 
The answers to these 12 items are given in the same order as they 

were presented in the list enclosed with Mr. Landstrom!s memorandum. 


(1) In the Bureau of Sport Fisheries and Wildlife those performing 
) the appraisal function are part of the Division of Realty, 


The type of properties appraised have varied from low utility 
lands in remote locations to improved and unimproved properties 
within large metropolitan areas, such as New York and San 


Additional staff appraisers are located in nine field stations (4) As @ general rule, all appraisals are performed by staff ap- 
throughout the northern prairie states, namely Minnesota, North praisers. In case of complicated or controversial properties, 
and South Dakota, Nebraska and Montana, These appraisers are a contract appraisal may be ordered to verify the staff apprais- 
under the supervision of a field station Senior Appraiser. al. It is the Bureau's policy generally to have a staff and 
Techni¢al supervision of the field station work is provided | a contract appraisal done for properties to be acquired by 

by the Regional Realty Supervisor and the Regional Review condemnation. 


Appraiser, 

ad (5) For appraisals not involving condemnation, contract appraisers 

The Regional Review Appraiser is responsible for the review are generally selected by the regional supervisor, Division 

and approval of all appraisals performed within his region. of Realty. They are chosen from the most competent and repu- 
) The Chief Appraiser does the final review on appraisal reports ) table men practicing appraising in the vicinity in which the 
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(6) 


(7) 


(8) 


lands to be acquired are located, 


In cases where condemnationis imminent, contract appraisers 
are usually selected based on recommendations by the local 
U.S. attorney. As a rule, contract appraisers will be inter- 
viewed personally either by the regional realty supervisor or 
the review appraiser before the final selection is made. 


The General Services Administration suppiies the regions with 
a list of recommended contract appraisers. In addition, any 
private appraiser may send his qualifications directly to the 
regional offices whereupon these are filed for future reference. 


The Bureau appraisal practices, procedures and policies are 
uniform regarding different types of land or for different 
transactions: the Bureau does not differentiate in appraisal 
procedures for different types of ownerships. Bureau policy 
requires that market value estimates have to be supported by 


a qualified appraisal. 


The starting grade for an appraiser-trainee with the Bureau 
of Sport Fisheries and Wildlife is GS-5. Depending on the 
man's progress in training and appraisal ability, he can be 
promoted to a GS-7, 9 and 11 after a yearS service in each 
grade, A GS-1] appraiser is presently regarded as a journey- 
man appraiser. Appraisal section chiefs, Senior Supervisory 
Appraisers, and Regional Review Appraisers are GS-12. The 
Chief Appraiser is GS-14. 


As of January 1, 1969, the Bureau had 51 staff appraisers, 
including four Regional Review Appraisers and the Chief 
Appraiser. On the same date, the highest Bureau appraisal 
official was the Chief Appraiser, GS-14, $17, 511, while the 
lowest grade appraiser was a GS-5 trainee, $5,735. 


For fiscal year 1968, the average grade and salary for Bureau 
staff appraisers was GS-10.3 and $10,077, respectively. The 
total cost of staff appraisers for the same period was $610,000. 
This includes $511.000 in saleries and $99,000 in travel expenses, 


Regarding fees for outside appraisers, in fiscal year 1968 
the maximm pay for an outside appraisal was $1,500, the average 
fee was $350 and the total paid for nonstaff appraisals was 


$2. 800. 


For fiscal years 1966, 1967 and 1968, all appraisals prepared 
by or for the department were for market value. The mumber 
of appraisals performed in each of the three fiscal years 
were as follows: 
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(9) 


(10) 


Staff appraisals: 5,440 4,147 5528 
Contract appraisals: 13 23 aa 
Total: 55455 4,170 55297 


In addition, in FY 1966 approximately 1,000 Bureau-owned res- 
idences were evaluated by staff appraisers to determine equi- 
table rental rates. This task has to be performed every third 
year to bring the rental rates up to date, 


The range or magnitude of values involved in the above individ- 
ual appraisals varied as follows: 


FY 1966 BYOTOOT. FY 1968 


Per acre values 


Low 


High ¢ 000 ¢ 687 
g eae ae $_3.930 


Total ownership values: 


High 1,001,000 2.478.000 1,428,000 


Low sie 50 _100 


We cannot provide individual breakdowns for the kinds of lands 
appraised. No statistics of such kind are kept by the Bureau 
and to compile such data now would be tremendously time con- 
suming. A general characterization of the lands appraised 
was discussed in the second paragraph under item (3). 


In fiscal year 1968, the total value of all appraisals was 
$59,490,071. The total cost of all land improvements and par- 
tial interests acquired by the Bureau for the same year was 


$121, 259.000. 


The only items of real estate, which were disposed of in FY 1968 
and for which receipts based on appraisals were received, were 
excess improvements from previously acquired ownerships. This 


amounted to $85,380. 


It is Bureau policy that all transactions involving real estate 
be supported by an appraisal. Therefore this item is not ap- 
plicable to this Bureau. 


The acquisition cost to the Bureau for properties acquired 

in fee or the cost of limited interests Such as various easements 
has been in most cases at or within 1 to 2 per cent of the 
approved appraisals. Generally, the only time when wide vari- 
ances between appraisals and acquisition costs occur is when 
some properties are acquired by condemnation, As an example, 
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(12) 


in July 1965, condemnation action was filed on a 611 acre 
property on the Iroquois National Wildlife Refuge in New York. 
The appraised value of the property was $76,600. The court 
action did not take place until October 1968, at which time 
the award was $151,175. or 97.4 per cent above the appraisal. 


With respect to the relationship between prices received for 
sale ur lease, and appraised values, two situations are involved. 
The first one is the granting of easements or use permits such 
as for underground pipelines, utility rights-of-ways, land and 
building uses etc. In this instance the prices received are 

at or very near the appraised values. 


The second situation is the disposal of excess improvements, 
which are mostly single family residences and farm and ranch 
buildings for off-site use. 


The demand for farm and ranch buildings is usually very limited 
and it has been our experience that the bids reflect Single 
buyer needs rather than values based on normal market competi - 
tion. The bids flucuate rather widely from appraised values. 


For single family residences to be sold for off-site removal, 

the demand is generally larger and prices received have been 
quite close to their estimated off-site value. Occasionally, 
because of lacking competition, bids will be low. As an example, 
for a small single family residence, which was appraised at 
$4,800 as part of the property, the off-site value was estimated 
at $1,500. and the only bid received was for $10.50. 


The following is a list of the major statutes and regulations 
which, in our opinion, require market value determinations: 


Migratory Bird Conservation Act of February 18, 1929 (16 U.S.C. 
715), as amended. 


Migratory Bird Hunting Stamp Act of March 16, 1934 (16 U.S.C. 
718), as amended. 


Act of July 18, 1968, (Disposal of refuge land) (Public Law 
90-404; 82 Stat. 359) 


National Key Deer Refuge Act of August 22, 1957 (71 Stat. 412) 
Soil Conservation and Domestic Allotment Act of April 27, 1935 


as amended by the Drainage Referal Act of October .2, 1962 
(Public Law 87-732; 76 Stat. 696) 
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Land and Water Conservation Fund Act of 1964 (Public Law 88-578; 
78 Stat. 897) as amended. 


Endangered Species Act of October 15, 1966 (Public Law 89-669; 
80 Stat. 926) (Exchange of Refuge Lands) 


Federal Aid in Wildlife Restoration Act of September Prpck vi 
(50 Stat. 917) as amended. 


Federal Aid in Fish Restoration Act of August 9, 1950 (64 Stat. 
430) as amended. 


Federal Property Management Regulation (41 CFR 101-47) 
Rights-of-Way Regulations (50 CFR 29.22) and (53 CFR 2234) 


In addition, Department and Bureau policy on appraisal requirements 
is prescribed in the Division of Realty Manual, Bureau of Sport 
Fisheries and Wildlife Administrative Manual, Departmental 
Handbook "Appraisal of Real Property" and the Departmental 

Manual. 


We understand that the above information will serve as background 
data to one or more outside contractors who will study government 
land appraisal procedures in greater detail. It is our hope that 
the person or persons selected for this task will have an extensive 
knowledge and experience in the real estate field. Without such 
qualifications an individual may not fully comprehend nor be able 

to extract and compile the required information to make the research 
meaningful for the Public Land Law Review Commission needs. 


Gwadbese— 
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IN REPLY 
REFER TO: 


DEPT: 
JUL 2 3 1969 


Pubs Ms 


UNITED STATES 
DEPARTMENT OF THE INTERIOR 


BUREAU OF RECLAMATION 
WASHINGTON, D.C. 20240 


420 


SUL 15 1969 


Memorandum 


Office of the Secretary 
Through: Assistant Secretary--Water and Power Devel pment 


Acting J fine 


From: Commissioner of Reclamation ~ 
9-24; 


Ost 
Tos Karl S, Landstrom, Staff Assistant, AE 
YA oA 
s) 


Subject: Public Land Law Review Commission 


This will respond to your memorandum of June 9, 1969, requesting 
information to be used by the Public Land Law Review Commission 

in connection with its study of public land appraisals, As defined 
in the study proposal, "public land appraisals" as referred to 
therein also include appraisals of privately owned lands or 
interests in lands to be acquired for Federal purposes, 


The requested information is furnished as follows. The paragraphs 
are numbered to correspond with those in the study proposal. 


Item 2, Personnel selected for appraisal assignments must, in 

all instances, have a background of education, training, and 
experience adequate for the level of valuation work to which 
assigned, The appraisers selected for specific assignments must 
have a technical competence corresponding to the valuation problem, 
Staff appraisers are selected in accordance with applicable Civil 
Service rules and regulations, 


Item 3, During the past three years, appraisals have been made to 
estimate the current fair market value of lands or interests in 

lands to be acquired for the Federal Reclamation program. The 
apptaisals may be made to determine the fee value of an entire 
ownership, the fee value of 4 partial taking, or various easement 
interests including flowage rights, transmission line tights-of-way, 
permanent or temporary road tights-of-way, and borrow material sites, 
The types of lands appraised range from dry grazing lands to intensely 
irrigated operations involving citrus groves, unimproved subdivision 
properties, and developed recreation areas, 
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Iteu 4, It is the policy of the Department of the Interior that 
appraisals be accomplished whenever possible by staff appraisers. 
The Lureau of Reclamation edheres to that policy. Contract 
appraisers are employed only in those instances where necessary 

to supplement the normal appraiser staff, where the property under 
appraisal requires particular qualifications not available fron 
the appraiser staff, or where the Department of Justice requires 
an "outside" appraiser to testify in a court Case. 


Item 5, WNonstaff "contract" appraisers are generally selected 


upon recommendation of the appropriate United States Attorney 
having jurisdiction over the erea in which the property to be 
appraised is located, Contract appraisers must be qualified to 
testify in Federal court. Those are given preference who have 

a professional designation such as "Member Appraisal Institute," 
MAI, The Bureau of Reclamation does not maintain a formal list 
or roster of contract appraisers, although any contract appraiser 
may, by letter, place his name on file if he wishes to be con- 
sidered for future appraisal assignments, 


Item 6, It is the practice of the Bureau of Reclamation to 
estimate full current fair market value using the comparable 
sales approach, When possible and appropriate, the estimate of 
value by the comparable sales approach is cross-checked by the 
income or cost approach, The same appraisal techniques are 
employed whether the appraisal is being made for acquisition 

or disposition purposes, 


Item 7. As of January 1, 1969, the Bureau of Reclamation emp Loyed 

a total of 30 staff appraisers, The highest grade of a staff 

apptaiser as of January 1, 1969, was GS 13-6, salary $16,809. 

The lowest grade of a staff appraiser as of January 1, 1969, was 

GS 9-1, salary $8,462. The average gerade as of January 1, 1969, | 
for the 30 staff appraisers was GS 11-5, with an average salary 

of $12,510, The total cost for the appraisal staff for calendar 

year 1968 was $365,179. 


The maximum payment for calendar year 1968 for en “outside” appraisal 
was $6,750, The average fee paid for an "outside" appraisal during 
that same perfod was $1,659.60, and the totai paid for so-called 
"outside" appraisals during that same period was $12,278. 
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Item 8. For calender years 1966, 1967, and 1968 there were 7935 
1,820, and 1,954 appraisals by staff appraisers for a total of 
4,567 for the 3-year period. For these same three years there 
were 331, 228, and 103 appraisals made by contract or “outside" 
appraisers for a total of 662 appraisals for the 3-year period, 
The properties involved farm, ranch, commercial, industrial, 
residential, and recreational lands, both improved and unimproved. 
The value of the appraisals ranged from a low of $10 to a high 

of $534,000, 


Item 9, For fiscal year 1968 the magnitude of values covered 

by all appraisals was from $50 to $360,000, The total acquisition 
cost for this period was $11,345,759, and the total value of 
properties disposed of during that period was $292,462. 


Item 10, There were no transactions for either the acquisition 
or disposition of properties for which no appraisals were made, 


Item 11, It is the policy of the Congress that Federal agencies 
engaged in public works programs enter into realistic negotiations 
with the owners looking towards the acquisition of property or 
property rights at mutually agreeable prices, In accordance with 
that policy, the bureau of Reclamation starts negotiations at not 
less than the appraised value and, in a number of instances, acquires 
the property at a sum in excess of the appraised valuation, The 
percentage of increase is in inverse ratio to the valuation. In 
other words, a property having an appraisal of $50 might be acquired 
for the sum of $500 if necessary to avoid condemnation. This would 
be 1,000 percent of the appraised valuation, but this would be 
deemed reasonable as the Department of Justice considers a minimum 
cost of $1,000 to initiate a condemnation action, On the other 
hand, a reasonable increase for a property appraised at $100,000 
probably would be in the range of no more than five to ten percent 
above the appraised valuation, 


Lands disposed of as a part of the Bureau of Reclamation!s project 
development program are never sold for less than the appraised 
valuation. In most instances, the lands are offered for Sale to 
the high bidder (at not less than the appraised valuation), and 

in such cases the bids may range from ten to 100 percent over the 
appraised value, 


Item 12, Privately owned lands needed for the Federal Reclamation 
program are acquired in accordance with the authority of section 7 
of the Act of June 17, 1902 (32 Stat. 389), which authorizes the 
Secretary to acquire the same by purchase or condemnation, An 
appraisal for acquisition purposes is not required by the statute 
but is an administrative requirement, 
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Small or isolated tracts of public land on l'ederal Reclamation 
projects may be offered for sale in accordance with the Act of 
March 31, 1950 (64 Stat. 39). Section 2 of the act authorizes 
the Secretary to sell such tracts at prices not less than that 
fixed by independent appraisal, 


The Act of July 30, 1947 (61 Stat. 628), authorizes the Secretary 
to sell public and acquired lands on the Gila Project, Arizona, at 
not less than the appraised value of the land and the improvements 
thereon or thereto, 


Section 4 of the Columbia Basin Project Act of March 10, 1943 
(57 Stat. 14), authorizes the Secretary to sell, exchange, or 
lease lands in the project area on terms that will provide for 
the return in a reasonable period of years of not less than 
the appraised value of the land and improvements thereon, 


The Public Land Law Review Commission or its contractor may obtain 
more detailed information about the appraisal reports and the range 
or magnitude of values by examination of the records maintained in 
our seven regional offices, However, shortage of personnel will 
undoubtedly require that most of the research work be done by 
commission or contractor employees. Bureau employees will be 


glad to assist es time permits. 
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Bureau of Reclamation Appraiser Placement and Appraisal Review Procedures, 


Administratively the Bureau of Reclamation is composed of seven 
Regions, regional offices being located at Boise. Idaho; Sacramento, 
Californias Boulder City, Nevada; Salt Lake City, Utahs Amarillo, 
Texas; Billings, Montana; and Denver, Colorado. Within each Region 
the appraisal function is a part of the Lands Branch of the Division 
of Water and Land Operations, with the exception of the regional 
office in Sacramento where the land acquisition and management 
function is established in a separate Lands Division. The appraisers 
are under the direct supervision of the Regional Supervisory Appraiser 
who makes appraisal assignments based upon priorities scheduled by 
the Chief of the Lands Branch, The priorities are determined by the 
construction schedule, 


Project lands required for Reclamation purposes are field reviewed 
by the Chief of the Lands Branch, the Regional Supervisory Appraiser, 
and, whenever possible, the Bureau's Chief Appraiser, headquartered 
in Denver, who review comparable sales for the entire area and other 
information pertinent to the appraisals which will later be made by 
the staff eppraisers, The appraisal reports are reviewed by the 
Regional Supervisory Appraiser in the light of the information 
previously obtained as outlined above and also from his personal 
knowledge of the area, a further field review if necessary, and 
from his personal knowledge and experience in the appraisal 
profession, 


All-eppraisal reports used as the basis of the initiation of a 
condemnation action must additionally receive the approval of the 
Chief Appraiser before the condemnation action is initiated, The 
Chief Appraiser's review is based upon his on-gite inspection of 

the property and, if necessary, with telephone or written communica- 
tions with the appropriate Regional Supervisory Appraiser. 
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IN REPLY REFER TO: 


United States Department of the Interior 


BUREAU OF OUTDOOR RECREATION 
WASHINGTON, D.C. 20240 


JUL 18 1969 


Memorandum / YY a 
To: Mr, Karl S, Landstrom, Staff Assistant r/r2/b 1 
Office of the Secretary 
Prom: Acting Director, Bureau of Outdoor Recreation 
| Subject: Public Land Law Review Commission 


This is in response to your memorandum of June 9, 1969, requesting information 


on public land appraisals, 


These responses will be referenced to the 


numbers as shown in the attachment to your memorandum. 
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The Bureau of Outdoor Recreation does not employ any personnel 
classified as appraisers, When the services of a professional 
appraiser are required we request assistance from other Federal 
agencies that have appraisal capabilities, We are, however, sending 
two personnel from each Region to training courses sponsored by 

the American Institute of Real Estate Appraisers so that they are 
conversant with the basic appraisal procedures and language. 


We administer the Land and Water Conservation Fund program which 
provides 50/50 matching assistance for the acquisition of lands 
for outdoor recreation, Our assistance is based on fair market 
value and an appraisal is required to provide an estimate of the 
fair market value. 


The Bureau is not a land managing agency and only in limited cases 
have we actually contracted for appraisals, In those instances 
where we request appraisals it is usually to resolve differences 
of opinions in value, We do also contract for appraisals to 
determine the value of land donations which under certain 
conditions are acceptable as a participant's share for Pund 
assistance, 


Memoranda of understanding have been entered into with the Bureau 
of Sports Fisheries and Wildlife, Forest Service, National Park 
Service and General. Services Administration, If for some reason 
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The $7 Annual Golden Eagie Passport 
admits carioad of peopie year-long to 
all designated Federal recreation areas 


op Hayao. 


9. 


105 


12. 


services of a private appraiser are required, we attempt to 
secure the services of a recognized professional affiliated with 
one of the appraisal societies, 


The Bureau has administratively determined that a complete 
narrative appraisal is not required for lands that have an 
estimated value of less than $25,000, A statement of value may 
be accepted for parcels having an estimated value of less than 
$1,000 and an "abbreviated" appraisal report may be acceptable 
on parcels up to $25,000, These provisions are set forth in 
Part 675, Chapter 2 of the Bureau of Outdoor Recreation Grants— 
in-Aid Manual, 


As previously stated the Bureau does not employ staff appraisers, 
The maximum pay to another Federal agency for a single appraisal 
was approximately $500.00, Generally, the review service ranges 
between $75.00 and $100.00 per appraisal, Since the books have 
not been closed for Fiscal Year 1969 it is not possible to provide 
a total figure, 


The only figure we could provide would be the number of acquisition 
projects funded by this Bureau, Since many of the acquisitions 
involve several parcels a hand review of 1,500 or more projects 
would be necessary. 


The values of parcels acquired with assistance from the Land and 
Water Conservation Fund have ranged from approximately $3,500,000 
to $350.00 or less, 


We know of no instance in which there was no attempt to secure 
some type of an "appraisal", 


The answer to this question would require a review of the individual 
files, Bureau procedures provide that matching assistance will 

be based on fair market value or the purchase price, whichever 

is the lesser, If there are any wide discrepancies between the 
acquisition price and the appraised value they must be explained 

by the project participant, 


Section 4(f) of P,L, 88-578, as amended, gives the Secretary of 
Interior authority to establish the requirements for participant 
in the Land and Water Conservation Fund program, These requirements 
are presented in the Bureau of Outdoor Recreation Grants-in-Aid 


Lawrence N, Stevens 
Acting Director 
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BUREAU OF INDIAN AFFAIRS 


(1) A general description of organizational placement of those 
performing the appraisal function in each of the following depart- 
ments and agencies, together with a brief statement of how the 
appraisal function is administratively performed and supervised, 
including procedures for review of appraisals: 


(a) Department of the Interior 


(vi) Bureau of Indian Affairs 


In the Bureau of Indian Affairs the appraisal function is in the 
Office of the Assistant Commissioner for Economic Development. Within 
this office the appraisal activities are a "Program" (i.e. Branch ) in 
the Division of Resource Development. 


The Real Estate Appraisal Program embraces the valuation of surface 
and subsurface interests, the preparation of feasibility studies, 
highest and best use studies, marketability studies, and land use 
planning to guide social, economic, and physical development of the 
Indian communities. 


The Appraisal Program is organized as follows: 


Appraisal Section: Provides staff assistance in the organization, 
planning, and execution of the Bureau Real Estate Appraisal Program. 
Reviews and approves technical reports, covering real properties or 
interests therein, for compliance with Departmental and Bureau 
appraisal policies, standards, procedures and objectives. Also provides 
professional assistance for a continuous study of appraisal training, 
standards, methods, and techniques. 


Land Use Planning Section: Provides staff assistance in real estate 
analysis, and land use survey techniaues to support resource management 
objectives; technical guidance, assistance, and supervision of special 
planning reports involving analysis of social, economic, and physical 
growth trends in Indian communities, with a view to encouraging 
continuing optimum use of land and resources; guidance in developing 
comprehensive community plane and ettendant codes, and planning and 
zoning expertise on the local level to meet current future needs. 


Subterranean Valuation Section: Provides subsurface valuation reports, 
analysis of bonus and royalty payments to be anticipated, and review 
of mineral and petroleum potential of Indian lands. Offers technical 
mineral and petroleum engineering services to aid in development of 
these resources for the Indian econony. 
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The Appraisal Branch professional personnel are stationed throughout 
our areas of jurisdiction as follows: 


Central Office: 


Appraisers 2 
Planners 0 
Mineral & Petroleum Ingineers aL 
Area Offices: 
Apvraisers 48 
Planners 5 
Mineral & Petroleum Engineers al 
Area Appraisal Branch Suboffices: 
(Stationed to serve several 
reservations or BIA agencies: 
Appraisers 23 
Planners 0 
Mineral & Petroleum Engineers 0 
-Total Professional Personnel 79 


The program is administered in the policy and budget sense from the 
Central Office. Also dictum regarding technical requirements are 
prepared in the Central Office and issued through the BIA manual to 
guide the appraisal effort in the field. The day to day operations 
are administered in the area offices in consort with the Area 
Director's Programs and the particular needs of the Indian people in 
the area. The review and approval function is shared by the Area 
Review Appraiser end the Central Office. Our current menual states 
in 10.7.1 Approval, "The Area Director is responsible for the review 
and approval of real estate appraisal reports wherein the estimated 
fee or fair market values are not in excess of $25,000 or the fair 
rental values are not in excess of $2,500 per annum. 


By supplemental office letters dated September 26, 1961; March 5, 
1963; and October 10, 1964, the manuel instructions have been amended 
and now the Area Directors have authority to approve all cases (i.e. 
appraisal reports) except the following: 


1. Acquisitions involving proposed expenditures of $25,000 or more. 


2. Improvement leases for terms of 10 years or longer, or where 
the estimated expenditure for improvements exceeds $25,000. 


3. All gross appraisals, economic analyses, planning reports, highest 
and best use studies, etc. 


This delegation of authority does not preclude submission of any 
appraisal reports to the Central Office for technical advice and 
guidance. 


The above delegated authority has been redelegated to the Area Review 
Appraiser on the area staff. Real estate appraisal reports in excess 
of delegated authorities will be forwarded to the office of the 
Commissioner of Indian Affairs for approval. Such reports will 
indicate by a review statement, or signature, the recommendations 

of the Area Review Appraiser. 
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(2) A general description of qualifications for staff appraisers, 
including reviewing appraisers, and how they are chosen and 
trained by each of the departments and agencies listed above. 


Staff Appraisers 


Staff appraisers generally have an educational background in agricultural 
sciences or economics. Practical exnerience in the general field of real 
estate is desirable. Persons with specialized training in appraisal, 
real estate management, urban planning, community development, and light 
construction are on our staff. 


Personal attributes must include dependability, resourcefulness, an 
ability to sift, correlate and analyze data and make decisions based 
upon this analysis tempered by judgment and experience. 


The better appraisers we have on our staff seem to have to a greater 
degree than others an intuitive sense which makes them sensitive to 
the rationale of typical buyers and sellers. For them, appraising is 
less a matter of mathematics and techniques, or facts, than a sure 
sense of knowing people, being keen observers of the human community 
and excellent commentators, or reporters, of the feelings in the real 
estate market regarding the property being appraised. Others, often 
better qualified by education, training, and experience lack this 
quality of empathy and may only be average in competence. 


The appraiser meets the public on a continuing basis and thus represents 
to many people the image of the Federal service. His conduct mist be 
above reproach. Above all, we think the primary qualification of a 
good appraiser is a consuming interest in people and a desire to help 
them solve some of their real estate problems. He must have curiosity, 
perseverance, and a mind which can perceive trends after exposure to 
only limited and often unrelated bits of information from the market. 


An appraiser mist become well versed in economics, advertising, 
financing, market dynamics, real estate law, local traditions, social 
and cultural mores, taxes, building construction, insurance, real 
estate management, plane surveying, map reading, blue print reading, 
interpreting engineers' drawings, and statistics. He must understand 
something of zoning codes, building codes, housing codes, etc., land 
use planning, landscape architecture and community design. 
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Appraising in rural areas, he must be familiar with soils, grasses 
and forage, crop yields, cropping patterns, rainfall and climate ; 
patterns, ecological patterns, irrigation and fertilization techniques, 
Government subsidies and crop allotment regulations and their relation 


to real estate values. 


Review Appraisers 


Men chosen for review appraisers are considered technically competent 
and experienced in the appraisal field. Also, and perhaps more 
importantly, they have the qualities and characteristics which make 


them good leaders. 


Training 


Appraisers receive three major types of training. Formalized appraisal 
training as offered by various appraisal organizations and at some 
colleges and universities; supplemental training in the real estate 
field from professional and educational institutions ; and training 

on the job under the supervision of senior appraisers and/or the 
review appraiser. 


(3) A general description of the purposes for which appraisals have 
been made by each of the above listed agencies during the past 
three years, including a general characterization of the type 
of lands, resources, buildings, and other improvements appraised. 


Appraisals are usually made (1) to estimate the Fair Market Value, or 

(2) to estimate the Fair Annual Rental (i.e. economic rent ) of the 
subject proverty. In addition, appraisers, because of their special F 
treining, are often called upon to prepare feasibility reports, highes 
and best use studies, management analyses, suggest contract rent, enkg 
leasing proposals, and prepare economic base studies to aid in commnity 
planning or land use pianning activities. They prepare detailed and 
volumious gross appraisals of entire reservations which are useful as 
background information for administrators, staff appraisers, and 

tribal leaders. 


Aovraisals are prepared to estimate just compensation in many special 
situations involving rights-of-way and parcels needed for public 


improvements. 


Specialized appraisals are made to estimate bonus and royalty vayments 
for exploration end extraction of many minerals, and oil and naturel 


gas reserves. 
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The lands appraised are located in 25 states stretched from Florida 

to Alaska. The lands are as diverse as the locations; desert, foothill 
and mountain grazing and pasture land, drv farming lands, irrigated land: 
timber lands, resort and recreation lends, commercial proverties, 
industrial sites, develoved and “Undeveloped lands, lands improved with 
motels, shopping centers, industrial plants, stores, restaurants, gas 
stations, feed yards, packing sheds, homes, mobile home parks, schools, 
medicel facilities, highway frontage - literally all types of real 
estate except the major downtowm core type. Also appraised are lands 
upon which groves and orchards have been, or will be, developed. 


(4) A general description of administrative policy and procedures for 
determining which, if any, appraisels will be accomplished by the 
staff and which by someone other than a staff appraiser either by 
contract or otherwise for each of the departments end agencies 
listed above. 


All appraisal work is accomplished by staff appraisers unless the 
appraisal problem is so unique thet no man on our staff is qualified 
to do the job; or the work is sensitive, politically or emotionally, 
and we feel that our men may not be considered objective; or the 
Justice Department asks that we do the work by outside appraisers; 
or the time factor does not allow our staff sufficient lead time to 
pregrem the work. Also, we may contract work in the area of special 
studies which supports plaming, mineral appraisals and real estate 
analysis work which demands certain expertise available only from 
outside sources. We contract mapping, aerial photo work, etc., to 
support our activities. 


A byproduct of our contracting some work is that we learn the cost 
and quality of work being done by others in our field, and can thus 
audit our own activities better. 


(5) A general description of how nonstaff appraisers are selected by 
each of the departments and agencies involved, including a state- 
ment, if any, of qualifications prescribed for such selection, 
whether a list is maintained of qualified "outside" appraisers 
and, if so, the means by which an appraiser may be placed on 
the list, including whether procedures exist to vermit appraisers 
to apply therefor. 


Contract eppraisers are selected from the Bureau's list of qualified 
appraisers. Generally the contracts and specifications for services 
are negotiated. We do not have appraisers "bid" for the work but 
generally contact several quelified appraisers and discuss in general 
the time factors and range of fees which might be involved. “fost 
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often the work is given to an appraiser or firm who can accomplish 

the work in the time allowed by our schedule and who has the reputation 
and expertise to assure us of the quality of services necessary to 
solve the problem. 


A master list of qualified fee appraisers is maintained in the Central 
Office of the Bureau, Appraisers requesting to be placed on this list 
are generally included if their qualifications suggest they are 

capable to perform at the professional level. We do not deny listing 
to anyone unless they are obviously inexperienced in the avpraigal 
field. Checking of the local reputation of fee men is undertaken by our 
field personnel. We have more appraisers listed than we will ever need 
but we don't wish to be in the position of denying anyone listing who 

is professionally qualified. 


(6) A general statement as to whether the departments and agencies 
involved utilize different practices, procedures, or policies 
concerning any of the above factors relative to different categories 
of land and land transactions under their Jurisdiction and speci- 
fically whether the same procedures apply to (a) acquisitions, 
exchanges, or disposals; and (b) the valuation for any purpose of 
federally-omned property or interest therein as compared with 
valuation of other publicly—owned or privately-owned property 
and interest therein. : 


As we understand the question — no. We do not differentiate in 
practices, procedures, or policies relative.to different categories 
of lend transactions. 


(7) For each.department and agency ‘involved, the number of staff 
appraisers employed; a brief discussion of the grade structure, 
including the grade and salary as of January 1, 1969, of the 
highest appraisal official in.each department end agency, the 
lowest grade end salary for an appreiser, and for either calendar 
year 1968 or fiscal year 1968, the average grade and salary, and 
the total cost of staff appraisal personnel; and for that same 
year, the maximum pay for an "outside" appraisal, the-average fee 
paid for nonsteaff appraisals; and the total paid for nonstaff 
appraisals. 


The Chief Appraiser for this Bureau was a grade 15 (lth step) as of 
Jenuary 1, 1969. We employed 77 real estate appraisers as of May 3, 
1969. On that date the lowest grade eppraiser was a grade 7. The 
grede structure was: - : 
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Grade Title Number 


15 Chief Appraiser 

14 Review Appraiser 

13 Suvervisory Appraiser 

12 Senior Appraiser 

i Journeyman Appraiser 

g Appraiser and/or Trainee 
T Trainee 


tw n 
NNO FUOF 


The average grade for appraisers was the 6th step of grede 11 and 
the average annual salary was $11,903. The total cost of appraisal 
personnel was: 77 salaries @ $11,903 plus 8% for employee benefits, 
or, @ rounded $990,000. 


For that same year (FY 1968) the maximum paid for an "outside" appraisal 
was a fee of $7,000 paid to Mr. Harry Fenton, MAI, for an appraisal of 
lands involved in the Wild Horse Dam Project in Nevada. For FY 1968 
the figure $3,095 is the average paid for non-staff appraisals and 
$12,375 is the total paid for non-staff appraisals. There were only 
four fee appraisals contracted for in FY 1968. 


If the temptation of the reader is to ask "Well was FY 1968 an unusual 
year for the BIA in this regard?” we say no, not really. Over the 
years we have done relatively little contracting for appraisal services. 
Of the 10,000 or so appraisal reports prepared each year for the BIA, 
only a very few of them are done by contract appraisers. 


(8) The number of appraisals prepared for or by each of the devartments 
end agencies involved during each of the last three years broken down 
to show the types of appraisals involved, the kinds of lands appraised, 
the number accomplished by staff appraisers, by “outside” appraisers, 
and the range or magnitude of values involved in appraisals. 


See table on next vage. 
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Appraisals Prepared by Bureau of Indian Affairs - FY 1968, 1967, 1966 


Market Value 
Estimated 


raisers 


pared by Fee 


Number pre- 
A 


by Staff 


Number 
Prepared 


s of Land 


Appreisals 


Types of 


$97,905,132 


23 
16 


9,165 


dryland farming, irrigated 


Grazing land, pasture, 


Narrative 


FY 66 


102,377,129 


10 ,739 


cropland, irrigable land to 
be developed, timberland, 


Narrative 


FY 67 


127 ,109 ,338 


9,720 


industrial land, commercial 
recreation, residential, 


easements and R/W 


Narrative 


FY 68 


$327 ,391,599 


43 


29,62h 


Totals 


t 


2 


4re 


(9) For each department and agency involved, for fiscal year 1968, 
a description of the magnitude of values covered by all appraisals, 
including, where available, total cost of acquisition and receipts 
from disvosition of properties for which appraisals were made. 


In FY 1968 the appraised values of properties to be considered in 
acquisition or disposal transactions was $27,548,449. The information 
regarding total cost of acauisitions or the receipts from the disposition 
of properties for which appraisals were made is not available without 
extensive research. 


(10) For each department and agency involved, a description of the 
magnitude of value, if any, involved in transactions for which no 
appraisals were made. 


This question was referred to the Bureau's Branch of Real Property 
Management. They queried their field offices and the following answers 
have been received. 


Aberdeen Area Office: "In the Aberdeen Area probably 50% of our 
agricultural leases and all of our mineral leases are processed without 
tract appraisals. From our last annual statistical report, therefore, 
we arrive at a figure of $1,404,000 as the approximate annual value 

(as reflected in contract rents) of the surface eases on which tract 
appraisals were not made, and $330,000 as the approximate value of all 
mineral leases in the area.” 


Albuquerque Area Office: "A check of all agencies under Albuquerque 
Area reveals that 95% or more of all lease and acquisition cases involvin 
Indian lands have been appraised." 


Billings Area Office: "It is noted that appraisals were made for about . 
14% of the leases, or about one appraisal for every 7~1/2 leases for 
the 196-1969 period." 


Juneau Area Office: lo response has been received to dete. 


Minneapolis Area Office: ilearly all transactions in Minneapolis Area i 
are eppraised prior to completion. The only exceptions are gifts of 
minor fractional interests from one Indian to another which are know 
by agency personnel to involve low values and rental of housing sites 

to tribal members," 


Muskogee Area Office: No response has been received to date. 
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Navajo Area Office: "On all transactions involving acquisition or 
disposal of trust lands, appraisals are required and obtained." 


Phoenix Area Office: "The following types of transactions and the 
ranges of values involved are generally made without supporting appraisals: 


Ae Certain share crop agreements on agricultural lands where both 
parties are Indians. Ranges of value - $20 to $50 ner acre. 


B. Rights-of-way for BIA roads, BIA power projects, and 
irrigation projects. Lands involved can range in value from 
$50 per acre to $15,000 per acre or more, 


C. Lands leased to members by a tribe for housing purposes. 
Values range fram $300 to $3,000 ver acre. 


D. Leases made by certain tribes for 10 years or less where 
Bureau approval is not required (Haulapai, San Carlos). 
The values of lands involved can range from $50 to $3,500 
per acre. 


E. Indian probates are accomplished without formal appraisal. 
Land values can range from $50 to $15,000 per acre or more. 


F. Appraisals are not made for oil and gas leasing or other 
mineral leasing. In this area income during the last three 
years (FY 1966, 1967, and 1968) aggregated: (1) oil and 
gas, $3,000,000 (approx.) and (2) other minerals, $1,500,000 
(approx.)." 


Portland Area Office: "The magnitude of value involved in transactions 
for which no appraisals ere made is nil." 


Secramento Area Office: "All transactions in FY 1969 had appraisals made," 


(11) For each department, and agency involved, a general discussion of 
the relationship between appraised values and acquisition cost or 
price received for sale or lease with a few examples of instances 
where there was a wide variance between the appraisal and either 
the cost or receipts. 


In general there is no great variance between the appraised value and 
the acquisition cost or price feceived for tracts sold or leased. 
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It can be pointed out that sales are made within an acceptable range 
which may be more or less than appraised values and leases, too, are 
often consummated for either more or less than the fair annual rental 
estimated by appraisers. This is due to the bargaining nature of 
real estate transactions. 


Mest appraisals are reasonably reliable in estimating probable values 
or rentals. The exceptions are generally in communities of rapidly 
changing or rapidly fluctuating markets or in areas where there is 
literally no market action. 


(12) Statement from each of the departments and agencies involved ~ 
identifying the statutes and regulations which, in the opinion of the 
departments and agencies, require that a determination of value be 
made either by appraisal or otherwise. 


Departmental appraisal policy requires appraisal of all lands or 
interests in lands to be purchased, sold, or exchanged. Appraisals 
are also required for lands which are otherwise involved in real 
proverty transactions under the jurisdiction of any Bureau of the 
Department. 


CFR 121.2 Appraisal. Prior to making or approving a sale, exchange, 
or gift to trust or restricted land, an appraisal shall be made 
indicating the fair market value of such land. 


CFR 161.14 Appraisal and schedule of damages. (Rights-of-way )—the 
Superintendent shall cause an appraisal to be made of the damages due 
the landowners. 


CFR 131.5 --no lease shall be approved at less than the present fair 
anmual rental. 
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THE ADMINISTRATOR 


UNITED STATES 
DEPARTMENT OF THE INTERIOR 
BONNEVILLE POWER ADMINISTRATION 


OFFICE OF PORTLAND, OREGON 97208 
JUL 19 1969 ae 
Memorandum In reply refer to: 9°! 17 Fr 
To: Karl S. Landstrom, Staff Assistant, Office of the Assistant 


Secretary, Public Land Management 
FromaClING Administrator 
Subject: Public Land Law Review Commission 


The following information is that requested by the Public Land Law 
Review Commission as outlined in your memorandum of June 9, 1969: 


Question (1) Incomplete. 
Question (2) 


Description of staff appraiser qualifications: 


Qualifications for our appraisal staff are based on the following table 
of minimum Civil Service Commission qualifications plus those special 
requirements as noted below: 


General Specialized Total 


Grade Years Years Years 
GS-5 3 te) 3 
GS-7 3 1 h 
GS-9 3 2 5 
GSs-. 5 6 


The basic qualification required by the Bonneville Power Agministration 
for staff appraisers is good general backgrowmd in appraisal work, in- 
cluding at least five years' experience in making appraisals which are 
submitted under their own signature. Part of the appraisal experience 
must involve "partial takings" for highways, pipe lines, flowage ease- 
ments, underground cables, or high voltage electric transmission line 
easements. 


Due to the nature of land acquired by Bonneville Power Administration, 
special emphasis is made to recruit appraisers who have background as 
foresters, range conservationists, and soil scientiste. ‘The reascn for 
such special qualifications is the wide variety of farm, grazing, 
irrigated, and timbered lands crossed by our transmission lines. It 
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is also desirable to recruit personnel who have had high voltage 
transmission power line right of way easement appraisal experience. 
With these requirements in mind, appraisal personnel who best meet 
the appraisal staff need for a specific skill ere selected in order 
tw recruit and maintain a balanced staff. 


Training: 


Some appraisal personnel have been trained (through Grade 11 only) as 
provided for in a training agreement approved by the Civil Service 
Commission. Appraisers with several years of background normally work 
on assignments under the supervision of senior appraisal personnel. 
until they are sufficiently indoctrinated to handle assignments by 
themselves. (This is considered on-the-job indoctrination and train- 
ing.) Use is made of training courses conducted by the American 
Institute of Real Estate Appraisers and the Oregon Society of Farm 
Managers and Rural Appraisers. To the extent possible, seminars and 
meetings conducted by professional appraisal societies are used for 
training purposes. 


Reviewing appraisers are usually selected from the staff and are persons 
who have all the necessary qualifications of a staff appraiser, plus 
such additional attributes as a professicnal designation from nationally 
recognized appraisal organizations, i.e., M.A.I., AR.A., S.R.E.A. An 
appreiser with such designations has proven to other members of these 
organizations, by study, past experience, and a series of examinations, 
that he is capable of handling the more complex appraisal problems. 


Reviewing appraisers must review independent fee appraisals as well 
as staff appraisals; consequently, special kmowledge and experience 
are required. Appraisal reviews consist of such factors as adequacy 
of value, documented support, form, content, and sewndness of the 


~-~Yalve conclusions reached. 


Appraisal reports te be msed in condemation cases, whether prepared 

by staff or independent appraisers, are given special scrutiny in order 
to conferm to the Department of Justice appraisal standards of value for 
testimony in court. 


Question (3) 
Purposes for which appraisals are made: 


Appraisals made by and for the Bonneville Power Aqministration are for 
the purpose of obtaining right of way for high voltage electric power 
transmission lines, substations, radio staticns, and various other 
real property and real property rights needed for cperation of a high 
voltages pover transmission system. Most right of way is an easexient 
acguisition which provides for the construction, maintenance, and 
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operation of 4 power line. Power line corridors in the vicinity of 
substations are frequently acquired in fes. Substation end radio sta- 
tion sites are also acquired in fee. 


Bonneville Power Administration transmissioa lines cross a wide varioty 
of agricultural, grazing, timbered, and potential urban lands. During 
the past three years our appraisal work has been heavily concentrated 
in hignly speculative land surrounding Puget Sound in the etate of 
Washington and in the Willamette River Valley in the state of Oregon. 
Appraisal problems concerned with transmigsion lines in these areas are 
influenced by a population concentration of approximately four million 
people. This bas led to much land being crossed which is high priced 
potential residential building site type property on which the value 
has been increasing as much as 2.5% per month. 


_ Timbered lands include such major species as Douglas fir, hemlock, 


cedar, and Ponderosa pine. Other species are also encountered. 
Other types of lend appraised include semi-commercial, industrial, 
mobile home parks, recreational lands, highly intensified farm lands 
used for producing specialty crops, and orchards. 


East of the Cascade Mountains, appraisals involve large grain, farm, 
and livestock ranches. 


Specialty properties are also appraised, including waterfront, lake, 
Fiver, and ocean view properties. 


Insofar as pogsible, buildings are avoided when establishing a line. 
However, in some instances, farm buildings or residences must be ap- 
praised and acquired due to their lecation. 

Question (1) 

Staff ve. contrect appraisels -- policy end procedures 


All appraisals are handled by cur appreisal staff except in the follew- 
ing situations: 


1. Workload is beyond staff capability and must be completed 
to meet firm schedwles. This occurs infrequently. 


2. Use of independent fea appraisers in controversial cases 
for further negotiation or condsmmation purposes. 


Question (5) 


Selection ef nenstatf appraisers 


The Adwinistraticn has an apprelser selection comuittee, composed of 
‘so members from the Branch. cf Land and one from the Regional Solicitor's 
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y Office. A list of professional qualified appraisers is kept upon ) The Head (GS-13), Assistant Head (GS-12), and Chief Forester (GS-12) 


which this committee relies heavily. In order for the outside ap- are the only appraisal personnel with continuing supervisory respon- 
praiser to be acceptable, he must be acceptable to the U. S. Attorney. sibility. 
The outside appraiser must have experience in not only the type of 
property involved but also be qualified in Federal Court as an expert Fiscal Year 1968 average grade and salary and total cost of staff 
valuation witness. appraisal personnel: 
Prospective outside appraisers are interviewed personally and must Average grade - GS-11, step 6 
submit information on past appraisal assignments in order to assure Average salary - $11,10) 
competence in the right of way valuations. Total cost of appraisal function - $152,857 (includes 
Salaries, leave accrual, travel, and persennel 

Contract awards are negotiated on the basis of availability, exverience, benefit costs - does not include "outside" appraisal 
and price. costs) 
There is no formal procedure for an outside appraiser to apply and be | Fiscal Year 1968 "outside" appraisals: (Single ownership) 
placed on our accepted list. 

Maximum paid for an oubside appraisal $1,700 
Question (6) Average fee paid for nonstaff appraisals $ 300 

Total paid for nonstaff appraisals $198 ,050 


The same procedures, practices, and policies as previously outlined 
apply on all acquisitions on privately owed land, and on all dis- Question (8) 
posals. We do not make exchanges. 


raisals prepared in FY-1966, 1967, 1968 (data presented in tracts 
When right of way is acquired from over Federally owned land, we raised) : 


generally pay only for forest products which must be removed from the 
right of way. The appraisal of the forest products is mads by the Fiscal Year : 
) Federal agency having control of the property crossed, such as the ) 1966 1967 1968 
Forest Service or Bureau of Land Management. We do not make an ap- 
praisal of our ow, since we feel that the other agencies’ appraisers Total Appraisals 1750 2295 2338 


are competent to make a fair market value appraisal. 
Types of Appraisals: 


Question (7) Fee* acquisition 88 5 117 
Easement acquisition 1662 2180 2221 
Staff raisers Loyed and grade/sal structure on January 1, 1969: - 
Based on an estimated 5% of all 
No. Grade Salary | appraisals being for fee acquisition 
1 GS-13 $16,329 p.a. Head, Appraisal Section Kinds of Land Appraised: 
1 12 13,798 Chief Forester 
3 12 12,986 Asst. Head Timber 420 1219 1122 
2 12 12 ,580 Range 70 0 397 
4 12 12,17h . Agricultural 752 120 351 
ee 11 12,583 Urban/Potential and Actual 508 956 468 
1 pay 11,903 
1 11 11,223 No. of appraisals done by staff 1532 1868 1615 
1 Fe § 10,543 No. of appraisals done "outside" 218 427 523 
2. nai 10,203 
1s exployees 
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Range of Appraisal Valuss: 


Staff appraisal range - $50 to $350,000 
Outside appraisal range - $500 to $455,000 


Question (9) 
Appraisal, acquisition, and disposal values: 
For FY-1968: 
1. Estimated magnitude of values covered by all 
appraisals $5 040 218 
2. Total acquisition cost (payments for land) $5,081 ,339 
3. Receipts from disposals $162,141 
Question (10) 
None 
Question (11) 


An estimated h% of the tracts:purchased are acquired above the appraised 
value. In FY-1968, an estimated $203,253 of the $5,081,330 paid for 
land and land rights wes in ekcess of appreised valus. 


Exemples of tracts acquired above appraised value are as follows: 


Appraised Acquisition 

Tract No. Owner Value Cost 
OC~Ke-R-21B LeughLin $ 6,700 $10,000 
(Contracter being held up - 

contractor penalty severe) 

Ostrander Substation, Carsenelli $22 ,000 $25 ,000 
Parcel 1 

(Omer asked $35,000) 

RT-110 Alegeo $ 1,700 $ 1,850 
PA-83,85 & others Intern. Paper $15,030 $17 ,880 
OC-He-R-22 Bayliss $ 1,850 $ 2,000 
3SF-bA Evergreen $ 5,300 & 6,610 $ 7,500 
ML-306 Williams $ 6,950 $ 7,450 
PA-1O4 Page $22 ,025 $25 ,000 
M~BE-LOLA Huot $ 320 $ 360 
SGR-25W Nelson $ 950 $ 1,000 


Appraised Acquisition 


Tract No. Owner Value 3 Cost 
Ostrander Substation, Overton $57,500 $60,000 
Parcel 3 
SGR-27BXW Coleman $ 175 $ 225 
Allston Substation Dyer $63,000 $68 ,000 
So. Corridor 
Raver-Pavl #1, 
RT-1)2A McPherson $ 250 $ 00 
M-37 Curtis $ 385 $ 500 
F-PA-59 XW Grall $ 360 $ 180 
3SF-1h2 Such $ 800 $ 1,000 
Teakean Butte M/W 
Station Stage $ 6,000 $ 9,500 
RT-12) Hendrickson $ 8,350 $12,000 
ML-307 Anderson $ 5,060 $ 5,550 
ML-50 Chadwick $16,100 $16,600 
Ta-T-5 Moulton $ 3,365 $ 3,765 
LM-LG #1 De Puwe $10,650 $12,650 
ML-)8.1 Steen $ 6,850 $ 8,500 
RE-100 Hammons $ 2,165 $ 2,515 
Question (12) 


Citation of Applicable Statutes and Regulations 


1. Department of Interior Manual 602.1.1, Appraisal of Real Property. 
Handbook supplement to departmental manual, Part 602, page 2 of this 
supplement entitled "Appraisal of Real Property" states the following 
with reference to the requirement for appraisal reports: 


"The General Requirement for Appraisal Reports 


Department policy requires that appraisals be made whenever lands 
and interests in lends are to be purchased, sold, or exchanged 

or which are otherwise involved in real property treneactions 
under the jurisdiction of any bureau of the Department except 
when the transactions involve no consideration, nominal consid- 
eration only, or the consideration is established by statute. 


Federal Property Management Regulations, Part 101-l:7.303-h 
states ‘except as otherwise provided in this sub-part 101-l)7.3. 
the disposal agency shall in all cases obtain an appraisal of 
the fair market value and in appropriate cases ths annual rental 
of property available for disposal.' 


The exceptions requiring no appraisals are for property classi- 
fied as airport property, property suitable for historic monument 
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purposes, and where the estimated fair market value of property 
to be offered on a competitive sale basis does not exceed 


$2,500 Question (1) Description of organizational placement of appraisal function: 
’ e 


i i i ed in the Appraisal Section of the Branch 
P Cc f'aP The appraisal function is plac : he Br 
fil ae ie Grrertisteel AgeniehUcua GE hir tee of Land within the Division of Engineering and Construction. The Division 
and Natural Resources Division of the U. S Department of is under the direction of the Assistant Administrator for Engineering and 
Justice, 1966, provides that adequate appraisal reports covering Construction, with ie age ae roe ete Rte a eee ee Sepa 
: +, ; . Authority is delegated to the Chief, Branch of Land for apprais 
the land to be acquired must be obtained by the acquiring agency snauiaitian cf Gaels 
Appraisal reports are required for transfers invoiving title s ; Hehe 
changes. Appraisal reports are also required when property Enclosed are pertinent parts of the Manual whic 
righte of less than D4 t ved for example P : . = 
beet epee tinh thutess Pati ct ee Teaned foe). (1) show the placement of the function on an organization chart 
interests, leasehold estates, and similar interests." (2) deseribe the organization structure ge 
(3) describe the functions of the Branch of Land and Apprais Section 
2. Bonneville Power Administration Manual, BPAM 820.6 d states as (4) state the redelegations of authority with respect to appraisals 
follows: 


Also, every appraisal is subject to review by a review appraiser 


"Appraisals. The Branch of Land makes appraisals of the property and/or the Head, Appraisal Section. 
rights to be acquired including danger tree timber and cutting 

right purchases. Appraisals are conducted prior to and separately 

from acquisition negotiations. The person responsible for estab- 

lishing the appraisal values may not conduct the purchase 

negotiations, except in special cases with prior approval of the 

Chief, Branch of Land. ) 


Appraisal standards, methods, and Procedures conform with those 
contained in the Departmental Handbook ‘Appraisal of Real 
Property,' supplement to 602 DM 1." 


4 Teabdrva 
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Organization Part 160 Bonneville Power Administration 
Chapter 2 Organization Structure 160.2.3 (continued) 


safety programs; coordinates safety policies, programs and procedures 
through the Central Safety Committee; collects, analyzes, and dissemi- 
nates safety information; recommends and/or provides safety training 
programs; trains Tort Claims Investigators; and provides for the inves- 
tigation of all industrial and motor vehicle accident cases including 
(but not limited to) potential tore claims liability. 


-4 Division of Engineering and Construction. Under the direction of 
the Assistant Administrator for Engineering and Construction, the Div+ 
ision develops and carries out engineering and construction policies, 
plans and programs and participates in the formulation of overall BPA 
policies and plans. It administers the engineering program for all BPA 
facilities through an Engineering Manager, who is responsible for the 
- planning, research, development and design of the transmission system and 
“ associated power system control facilities: and’ for providing laboratory 
‘services. It administers the construction and services program through 


a Construction ind Services Manager, who is responsible for directing the . 
construction of BPA"’s transmission System and related facilities, 


n acquiring 
the needed land and rights-of-—wa » and providing plant services. ‘The = 
“Nivseton Gdniniseete the ceecee ioe procurement, storage, and distribu- 
tion of materials and equipment, through a Chief of Supply. 
and adminésters contracts for engineering, construction, and professional 
servig oversees. the functional direction. of «engineering;-“construction, meets Ss 
“= Sand supply activities performed by Area Offices, and ensures. that such 
. activities are properly integrated with the work of the Division; ana- 
lyzes technical and economic aspects of conventional thermal power plants 
and .alternative nuclear plants and;“based upon these factors, recommends 
the type, location, and size of future thermal generating installations: 
performs engineering, construction, and procurement functions, giving 
careful consideration to the policies, standards; and procedures developed 
by other Divisions to insure that their needs are met or reconciled. oe wou, 


te en 


It executes 


Jl OE + 


‘A. The BRANCH OF SYSTEM ENGINEERING plans the BPA electrical system; ? , .’ 
recommends system projects for the annual construction budget; develops ya 


eG aes reliability standards as related to the Planning of the system and works te 
: on general standards in con 


| junction with others and the Reliability Board: 
s delineates engineering activities to be performed by area engineers for 
System Engineering; reviews, in conjunction with the Division of Power 
Management, ‘engineering plans of customer. service facilitités recommended 
by. the Divisien of Operation and Melntenance, and approves them for the 
Division ef @ngineéring and Construction.’ The Branch Pécommends other 
capaval additions, except those for which other Organizations are respon- 
sibie, and ¢cordinates ali recommended capital additions with main system 
pleas. It appites value engingering concepte to } gevelopment and plan 
on ning of the-etertirtde) erghnends, ue H VOltage policy, 


foot tele me 


aS ersten 


Department of the Interior 
= DEPARTMENTAL MANUAL 


Organization Part 160 Bonneville Power Administratjog 
Chapter 2 Organization Structure 160.2.4F 


F. The BRANCH OF LAND estimates the value of real property to be 
quired for BPA use; negotiates with owners for the acquisition of real 
property; acquires real property through voluntary conveyance from land- 
owners; approves and initiates acquisition by condemnation when 
and approves and accepts cffers and options. It recommends and administers 
real pronerty appraisal and ac uisition policies and fuactions; uegotiates, 
executes and administers appraisa contracts. The Branch executes agree- 
ments for the transfer of real property from and to other Federal agencies; 
obtains permits and franchises, and approves and issues permits for use of 
BPA-owned real property, except those directly involved in customer service 
contracts which do not involve the sale, acquisition, or transfer of land 
tights. It participates in reconnaissance surveys and determination of 
routing of transmission lines, and location of substation radio and micro- 

. Wave station-sites; reviews land clearing contract specifications and par- 
“co... Adcipates dncestablishing land clearing schedules; The Branch executes 
_ trust fund agreements (except those with BPA customers) under. which non- 
; Federal agenries bear the cost of alterations and additions to BPA prop- 
erty: executes conveyances for release of land and real property rights 
to states-and political subdivisions. It recommends, negotiates, and 
executes instruments within delegated authority for the disposition of 
real property excess to the Administration's needs; adjudicates claims 
from owners and tenants of property acquired by BPA for reimbursement of 
“Owners on contract surveys, 


so0< 
ee 


necessary, 


, and assists in obtaining permission to survey 
for foree account surveys; maintains records-and maps of real property in 
which BPA holds interests, and records of all interests that BPA has con- 
“3. “veyed: er*tade :available to others: maintains files of comparable data on 
ap land appraisals and prepares land acquisition status reports. 


8, new uses of materials or equipment, 
veews coustruction and clearing specifications and 
mendations thereon; analyzes clearing and construction bids. 
S Contract awards when requested by the Contracting Officer; 
and approves change orders within dele- 


“(Release No. 


374) 


-lt obtains permission to survey from Lands Stes 
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(7) Conducts periodic analysefof BPA domestic water supplies, and 


plans and manages water treapfient program for domestic and indus- 
trial uses; 


(8) On request, arra 


s for contract test work on.substation and 
transmission materi 


ve 


(9) Operates th 
electrical, me 
and outdoor 


chemical, mechanical, mycological, mechanical- 
lographic, and concrete and soils laboratories, 
iné test facility; 


ucts research in wood materials for improving - properties 


~ Conducts research and evaluation of protective coatings, in=.0°.. 
ding formulating and writing technical specifications; Hiss 
(12) Consults on toxicity and hazards of chemicals, metals, sol-_ 


vents, wood preservatives, brush control materials, soil sterilants, 
etc. : 


(1) Estimates the value of real property to be acquired for 
BPA use; negotiates with owners for the acquisition of real 
property; acquires real property through voluntary conveyance from 
landowners; approves and initiates acquisition by condemnation 
when necessary, and approves and accepts offers and options; 


2 dg and a sters real erty appraisal and ac- 


_quisition policies and functions; executes and administers 
appraisal contracts; 


(3) Executes agreements for the transfer of real property from 
and to other Federal agencies; 


(4). Obtains permits and franchises, and approves and issues per- 


involved in ‘customer-service contracts which do not involve the 
sale, acquisition, or transfer of land rights; 


mite for use of BPA-owned real property, except those directly 
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(5) Participates in reconnaissance surveys and determination of 
routing of transmission lines, and location of Substation radio 
and microwave Station sites; 


(6) Reviews land clearing contract specifications and Participates | 
in establishing land clearing schedules; 


{7) Executes trust fund agreements (except those with BPA customers) 
under which non-Federal agencies bear the cost of alterations and 
additions to BPA real Property; executes conveyances for Telease 

of land and real property rights to states and political subdivi- 
sions; 


(8) Recommends, negotiates, and executes instruments within dele- 
gated authority for the disposition of real property excess to the 
Administration‘s needs; : Bee : ; 


(9). Adjudicates claims from owners and tenants of property ac- 
quired by BPA for reimbursement of moving and other expenses ; 


(10) Obtains permission to Survey from landowners on contract sur- 
veys, and assists Branch of Design Civil Engineering Unit in obtain- 
ing permission to Survey for force account surveys; 


(11) Maintains records and maps of real property in which BPA 
‘holds, interests, and records of all interests that BPA has conveyed 
or made available to others; maintains files of comparable data on 

land appraisais and prepares land acquisition status reports. 


ZZ b. Appraisal Section. 


(1) Makes &@ continuing Study of appraisal Standards, economic 
trends, and factors affecting real Property values, and recommends 
changes in policies and procedures; 


(2) Collects and evaluates evidence of real estate values, and 
determines volume and values of forest products in connection with 
specific transmission projects; 


(3) Determines the fair market vaiue of all real Property, inciud- 
ing forest products, to be acquired for BPA use; 


(4) Furnishes testimony in condemnation hearings on necessity for 
Possession and as te value of the interests taken in real property, 
including the value of forest Products: 
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(5) Participates with Branch of Design in reconnaissance surveys, 
routing of transmission lines, and location of substations; 


(6) Analyzes Proposals to perform appraisal work by negotiated 
contract and makes recommendations thereon; administers appraisal 
contracts as representative of Contracting Officer and evaluates 
work performed; : 


(7) Prepares land cost estimates for transmission line right -of- ; 
way and station sites,  _—_- oy, ree 


Acquisition Section, 


(1) Negotiates for the acquisition of all interests in real property, she 
including forest products, required by the Administration; _ * 


(2) Approves and accepts. options and offers; 
: { Fie Six 


(3) _ Determines when employees and contractors may enter lands to 


~ perform work, and the conditions of entry; 


(4) Recommends initiation of condemnation procedures when interests 
in real property cannot be acquired by voluntary conveyance due to 


ccount serveys; - 
Baer Gar foo Soe APRS as Saray 2 : 
with land acquisition statué:informa-’._. 
tion for use in preparing construction and clearing contract bid 
addendums. : 


2 aee te ep FO 9 


Title Section. 
Sane section 


(1) Provides Branch of Design with tract ownership data on Preposed - i“ 
acquisition of interests in real. property; Soe ae cegtegs 


(2) Provides Acquisition Section with option assemblies for execu- 
tion by dandowners; 
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CHAPTER 


REDELEGATIONS OF AUTHORITY WITH 
PUBLIC APPLICABILITY 
(Federal Register) 


Tale 68214 
"ORGANIZATION, FUNCTIONS, REDELEGATIONS 
————— 


c. The Area Managers, with respect to matters folly within their 
respective areas, may: 
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(1) exercise the authority described in Zection 10.13c(3) and 
Section 10.l4a.;_ - ; 


(2) exercise the authority describedgin Sectior 10.14b. when 
communication facilities are disrupfed so that the Power Dis- 
patchers of the Branch of System @erations are unable to exer- 
cise the authority of said Pparaggph; 


(3) execute joint pote contactfagreements. 


d. The Superintendents of Tranghission Maintenance of the respective 
Area Offices each may, when th@ payment involved does not exceed $200, 
make arrangements and execute@agreements with property owners or 
tenants for temporary accesg¥to BPA rights-of-way. This authority 
may be exercised only whengt is advantageous to the Government in 
terms of efficiency and egonomy to use such temporary access, 


e. The Chief, Branch of Maintenance, May exercise the authority 
-14a(3). 


(1) authorize the acquisition of all interests in real estate 
necessary for the Administration's program, except electric 
utility system real properties, and authorize payment therefor; 


(3) approve appraisals; 


(4) negotiate for the disposal of land and real property rights, 
except electric utility system real properties, for which the 
Administration is the authorized disposal agency under delega- 


uU. & DEP ARTMENT OF THE INTERE : 
4 . aap ee pacientes p- 
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REDELEGAT IONS OF AUTHORITY WITH 
PUBLIC APPLICABILITY 
(Federal Register) 


T.L. 68-24 (Supersedes 7-6-68) ae 
___ ORGANIZATION, FUNCTIONS, REDELEGATIONS 


CHAPTER 


(5) execute conveyances for the full or partial release of 
easement rights relating te roads or highways to a State, politi- 
cal subdivision thereof, instrumentality of a State, and to a 
municipal corporation; 


(6) execute conveyances for the full or partial release of land 
and real property rights which are excess to the Administratioa's 
needs where the appraised value of the property. being conveyed is 
less than $1,000; 


(7) determine, for the purpose of making reimbursements pursuant 
to the Act of May 29, 1958, 72 Stat. 152, 43 U.S.C. 1231 to 1234 
(1958), the fair value of any parcel of land acquired by the 
Administration, fix the amounts of reimbursement to which owners 
and tenants of such parcels of land may be entitled under said 
Act for moving expenses, losses and damages, and authorize pay- 
ment therefor; 


(8) execute agreements under which the Administration grants 
rights or privileges pertaining to real property; 


(9) authorize the publication of advertisements, notices, or pro- 

posals when required by law, and authorize Payment therefor, pur- 
= Suant to Section 3828 of the Revised Statutes, 16 Stat. 308, 44 
“U.S.C. 324 (1964); ae 
(10) execute trust fund agreements for the accomplishmert of work 
for others relating to real property owned by the Government, and 
other agreements necessary for the protection of land rights ob- 
tained by the Government, except those involving power contracts; 


(11) issue purchase orders for procuring title services. 
*(12) negotiate and execute contracts without advertising for land 


appraisal services pursuant to 63 Stat. 394 (41 U.S.C. 252(c)(4)). 
(33 F.R. 12974)* 


Bubp b. e Head, Appraisal Section, may exercise the authority described _ 


in Section 10.15a(3). 


c. The Assistant Chief, Branch’ of Land; -the Head, Acquisition Section;. 


-/-and the Head, Title Section, each may exercise the authority described 


in Sections 10.15a(2) and (4). When the amount involved does not 
exceed $2,500, they may exercise the authority described in Sections 


., 10.15a(1), (8), (9), and (10). 
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COMMENTS FROM ‘Ii, U, S. DEPARTMENT OF AGRICULTURE ON THE PUBLTC 


LAND LAW REVIEW COMMISSION'S STUDY , “APPRAISAL TECHNIQUES AND 


PROCEDURES UTT.IZED_IN CONNECTION WITH ACTIONS RELATED TO FEDERAL 


Newt 


PUBLIC LANDS, PERTAINING TO INQUIRIES BEGINNING ON PAGE 4, ITEM 
PUBLIC LANDS, PERTAINING TO Nh ESE ease 


3a(1)(b), OF THE REQUEST FOR PROPOSALS. 


Following are the answers to the inguiries beginning on page 3 and 
ending at tne bottom of page 7 of the proposed plan of June 6, 1969, 
for the Study of Appraisal Techniques and Procedures Utilized in 
Connection with Actions Related to Federal Public Lands: 


Pace 4 (1) A general description of organizational placement of 
those performing the appraisal function together with a brief 
statement of how the appraisal function is administratively performed 


and supervised, including procedures for review of appraisals: 


The Forest Service has nine Regional Offices, each with personnel 

trained in appraising lands and timber. The Central (Chief's) Office 

in Washington, D. C., is staffed by three professionally trained 

appraisers, Professional foresters and engineers with backgrounds 

in such fields are further trained in real estate valuation ta ) 


\ become staff appraisers, In each Region there are several National 


Forests, each of which have appraisal staffs, 


The Chief's Office is responsible for; (1) establishing general 

land appraisal policies; (2) setting overall appraisal standards and 
procedures; and (3) checking and approving appraisal values not within 
the delegated authority of the Regional Forester. 


The Regional Forester is responsibie for: Aly programing real poser’) . 
appraisal work within the Region; (2) establishing detailed appraisa - 
standards and procedures in accordance with the directives of the Chief; 

(3) training field personnel in appraisal work; (4) assisting staff ae 
appraisers on the National Forests as needed; (5) reviewing and checking 
the adequacy of the appraisai reports; (6) approving appraisal values 
pursuant to his delegated authority. 


The Forest Supervisor is responsible for: (1) coordinating appraisal 
activities with other Forest functions; (2) assigning priorities to ! 
appraisal jobs; (3) checking the adequacy and accuracy of Se ee 
and (4) submitting a complete report substantiating the appraise ae 
with his recommendations in those cases exceeding his delegated authority. 
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The District Ranger is responsible for: (1) determining tract boundaries 
sufficiently to permit an adequate examination; (2) making tract examinations 
including timber cruise; (3) obtaining and analyzing transaction evidence; 
(4) preparing certificates of possession; (5) obtaining tax information on 
tracts involved; and (6) preparing a completed appraisal report when assigned 
as his responsibility. Under some circumstances the appraisal function is 
not delegated below the Forest Supervisor level, 


Appraisals are reviewed at all administrative levels, The level of review 

for a particular appraisal depends on the purpose and the current delegation 
of authorities, A Regional staff review is made for every appraisal, The 
purpose of the review is to determine whether the estimated value is supported” 
by the facts as presented in the appraisal report, 


Delegations of authority to approve appraisals are made within the Forest 
Service to the Regional Foresters and to the Director, Division of Lands, 
Oifice of the Chief, in all types of land adjustment transactions. The size 
limitations of these delegations are adjusted from time to time as capabilities, 
skill and other factors change, Valuations in cases considered by the 

. National Forest Reservation Commission are subject to the Commission's review 
and final approval. 


Normally, the District Ranger is responsible for preparing a compl@te appraisal 
report, The Forest Supervisor is responsible for checking the adequacy and 
accuracy of the appraisals, This is usually done by his Lands Staffman, This 
is the first. appraisal review. The Regional Forester has responsibility for 
reviewing and checking the appraisal report - this is the second appraisal 
review, Whenever under the above standards approval exceeds the Regional 
Forester's delegated authority, a third review is made in the Division of 
Lands, Office of the Chief of the Forest -Service. 


--(2)-A general description of-qualifications for staff appraisers, including 


reviewing appraisers, and hoy they are chosen and trained, 


Qualifications of Appraisers; 


1, Education: Minimum requirements are successful completion of Course 
i and iI of the American Institute of Real Estate Appraisers, or equivalent ia 
education or experience, If involved in condemnation, successful completion 
of Course IV of the Institute, or equivalent in education or experience. The 
appraiser should have a BA or BS degree, 


2, Experience end Competence: The appraiser should have field training 
in doing appraisal work by a competent staff or fee appraiser, He should 
adhere to professional appraisal techniques and standards, He should have 
background experience in forestry or engineering, 
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The reviewing appraisers should mect all of the qualifications as set forth 
above, In addition, they should have a minimum of two years experience in 
making appraisals, The reviewing appraisers are chosen following the Federal 
Merit Promotion Guidelines, 


Normally, the initial reviewing appraiser will have firsthand knowledge of 

the area in which the proposed purchase, exchange or right-of-way {4s located, 
Also, he will normally visit tracts proposed for purchase on a sampling basis 
to check field work and trends in local conditions and values, Most reviewers 
are technically trained foresters, knowledgeable of resource values and 
management considerations, 


The reviewers are trained by knowledgeable staff appraisers who have been 
reviewing for several years, This includes field checking as well as desk 
reviewing. They also attend appraisal courses sponsored by the Forest Service 
and other Government agencies, Reviewing appraisers continue their training 
through attending courses sponsored by outside appraisal groups or societies 
such as the American Institute of Real Estate Appraisers, and the American 
Society of Farm Managers and Rural Appraisers. 


(3) A general description of the purposes for which appraisals have been made 


during the past three years, including a general characterization of the type 


of lands, resources, buildings, and other improvements appraised, 


_ Appraisals are made by or for the Forest Service for land purchases, land 
exchanges, rights-of-way, donations, leases, permits. General character of 
property types involved include farmland, rangeland, residential properties, 
commercial properties (such as resorts, rural gas stations and stores, office 
buildings, etc.), industrial properties, mineral lands, special purpose 
properties such as Boy Scout camps, scenic or conservation easements, road 
easements, airport leases, timber, etc. Most of the buildings and other 
improvements appraised consist of rural residences and farm buildings. 


(4) A general description of administrative policy and procedures for 
determining which, if any, appraisals will be accomplished by the staff and 


which by someone other than a staff appraiser either by contract or otherwise, 


While the Forest Service is responsible for all lend adjustment appraisals, 

often properties cre involved for which the services of a qualified staff 
appraiser are not available, Such cases may involve urban property, agri- 
cultural land, valuable improvements or other values not commonly handled 

by the Forest Service, Under such circumstances, appraisals are provided 

by employing reputable specialized appraisers outside the Forest Service to 
establish the value of the unfamiliar items involved. The appraisers may 

be with some other Government agency or in private enterprise, When condemnation 
is involved, fee appraisals are required if the U.S. Attorney handling the case 
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avai itness to testify 
illing to use the available staff appraiser as a w 
en Ete inthe court proceeding. The Regional Forester determines the 
extent to which fee appraisers are used on a particular project, Normally 
appraisals are prepared by staff appraisers except in the cases discussed 


above. 


taff appraisers are selected, includin 
(5) A general description of how nons pp cted, erie 


a statement, if any, of qualifications prescribed for such selection 
= we aereeets a ao NER ES 


E i ice" aisers and, if so, the means 
a list is maintained of qualified “outside” appra 
by which an appraiser may be placed on the list, including whether procedures 


exist to permit appraisers to apply therefor. 


ervice attempts to develop and maintain knowledge of all fee 
evaieeed ee are available for and interested in doing work for the Forest 
Service. Selection is made from those available who are found to be best ; 
qualified and whose work has been generally accepted as sound in court actions 
or other tests, Persons residing in or having firsthand knowledge of the 
areca in which the work is to be done normally are selected over equally 
qualified individuals without this knowledge. 


- obj s to employ fee appraisers who are qualified, competent, .—--——W_. ._ 
etme: Sreatar "they should be familiar with recognized appraisal Sy ae 
principles and practices applicable to determining value in the Federal courts, 

These people are examined through contacts with U.S. Attorneys and other 
agencies of Federal or local governments who may have used their eer aae) Sat 
This helps to determine their qualifications and competence, including their 
effectiveness as witnesses in court hearings on valuation. 


Fee appraisers are selected by one or more of the following means: 


a. Qualifications < 
b. Recommendation by local, State or other Federal agencies who 


oyed them 
Hee Sida eer by professional appraisal societies such as the 
American Institute of Real Estate Appraisers 
d, Interviews 
e, Satisfactory work in the past 


The selection of the fee appraiser is coordinated with the U.S, Attorney 
whenever acquisition by eminent domain authority is likely. 


(6) A general statement as to whether the Forest Service utilizes different 
practices rocedures, or policies concerning any of the above factors 


relative to different categories of land and land transactions under their : 
jurisdiction and specifically whether the same precedures apply to (a) acqui- 


sitions, exchanges, or disposals; and (b) the valuation for any purpose of 
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federally-owned property or interest therein 4s compared with valuation of 
other publicly-owned or privately-owned property and interest therein. 


The purpose of all appraisals is to estimate fair market value under general] 
recognized judicial concepts deriving from Federal Court actions. In evaluat 
ing property to be acquired or disposed of the Forest Service is required to 
estimate the present cash value which represents the best price at which the 
property could be soid in the private market. The primary objective is to 
derive a sound estimate of value by applying basic principles and techniques 
applicable to the particular property, OF partial interest involved. The 
procedures and technigues used conform to appraisal standards recognized in 
the profession and it is required that ell appraisals meet these standards. 
in the acquisition or disposal of land, or interests in land, by the Forest 
Service, the appraised value should be the same that a private party would 
considers in an epen market transaction. Therefore, the appraised value is 
consistent with the prices paid for similar private lands on a cash basis. 


There are certain authorities which allow the Forest Service to dispose of 
land and interests in land at less than market value, Even though this 
condition exists, an appraisal showing the full estimated value is required. 


Forest service: acquisition programs occasionally gnvolve lands under the 
jurisdiction of otheY Féderal’sgeacies. in att cases, unless otherwise 


designated by law, the Fotest Sexviee. has the responsibility of estimating - 
the value of the land or interest being acquired, Appraised values estimate 
by other Federal agencies may pe accepted after an adequate Forest Service 


review and approval of the values aseigned, 


__fo the exteat possibre, in real property evalpatien,. the Forest Service 
<: "a Demp bs bo ‘establish values consistent. with these established by other 
: .Govetnmental agencies atquiting property ef similar chataéter in the samc 
area, -Noraally, this ds @econplithed prisatidy theeugh utilization of the 
“same fee appraisers toihest staff appraisal estimates, We cannot cite any 
instances of material @igference for similar properties with the same 
highest and best use elaracteristics. 


(7) Information no longer requested by PLLRC in’ RFP-25 dated July 8, 1969. 


(8) Information relating to this iten is being secured from the field and 
will be furnished about September 15, 1969. 


(9) For Fiscal year 1968, a description of the magnitude of values covered 
“all appraisals, including, where available, total cost of acquisition and 


receipts from disposition of roperties for which appraisals were made. 
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As shown in the Annual Report cf the Wational Forest Reservation Comaission 
for fiscal year ending June 30, 1968, the gross acreage approved for purchase 
under the Weeks Law was 111,433 acres for a total value of $9,381,000. 

In addition to the appraisals prepared for these approved purchases, itis 
estimated that additional appraisals of approximately equal value were 
prepared for other proposed purchases. There were 183 exchange cases approved 
during 1968. The acreage conveyed to the United States was about 136,500 
acres with an appraised value of $28,400,000. The area granted by the United 
States was about 174,000 acres with an appraised value of $27,100,000. In 
addition to the appraisals prepared for the approved exchanges, it is estimated 
that an additional $25 million worth of land and timber was appraised for 
other proposed exchanges and those which were not consummated for various 
reasons. 


Thus, the values covered by all appraisals prepared by or for the Forest 
Service during 1968 amounted to approximately $100,000, 000. 


(10) A description of the magnitude of value if_any 


- involved in transactions 
for which no @’ reisals wer ade. eres . ued 


Formal written appraisals are required in alk-instauces whether it be for 

land purchase, exchange, donation, or rights-of-way. All appraisals are of 

the narrative form and contain information and data-which the appraiser used 

te develop his estimate of fair market values Where it 2s not practical to 
recite all of the data and information éd, Suit APten Bee made tich appropriate 
eross-reference to the “Lodation “of ‘che working “papers on.opher basic. records. : 


* 


3 


(11) A geagral diseussion of th 
wquisition eest or price = 
Gqgsances vhere theis wae @ ¥ 


e relitignship Betveen sppraiced valure ood 
= = wath a fé examples of 
ene Appeaieal and either 


tesee 0: 


“Forest service aoquisition work in the main eonsists of programs where laadowmers 


come to the Government with offers to sell er trade their land. Normally, the 
Forest Service is not compelled to acquire any speeifie tract and the private 
owners are completely free to accept or reject the Govermment's appraised price 
and terms relating to the transaction. The initial offer to sell does not 
always represent the best estimate of the fair market value of the property. 
Unless an owner is obviously uninformed as to the value of his property, the 
Forest Service does not reject his offer if it is less than the approved 
appraised value of his property. For rights-of-way, the initial and final 
offers represent the best estimate of the fair market value, Normally, the 


‘appraised value is five to ten percent above the acquisition cost or offered 


price. In exchanges, the fair market value of the selected land cannot exceed 
that of the offered land. The buffer in favor of the Government may run from 
five to ten percent, and occasionally it is higher. 
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(12) The statutes and regulations which, in the opinion of the Forest Service, GROUP ; AUTHORITIES 


~ require that _a determination of value be made either by appraisal ox otherwise, 


LAND EXCHANGE Act of 3/20/22, as amend 
The Forest Service acquires real property under a number of authorities. 485. 486 ie y ake Peer U.S.C. 
The various acquisition euthorities have been combined into four groups. : oaks . 
Evaluation and negotiation practices and procedures are substantially the ; Sec. 7 Act of 3/1 
same for each of the authorities in each group. The group names will be (16 U.S.C oe /11, as amended, 
used for reference purposes in answering the questions, Answers will apply ; > 
to all groups unless otherwise explained. The groupings are as follows: Sec, 32 (c) Act of 7/27/37, as amended 
: } 
7 U.S.C. 1 = 
GROUP  AYTHORTTIES ( Oll, Sec, 341 P.L. 87-128). 


Se ; 1 = 
LAND PURCHASE Weeks Law of March 1, 1911, as amendec secccn tet) enaetone: ELIEE 
-(36 Stat, 962, 16 U.S.C. 513, 515-518) +? : 


PERMITS Aetbokustnacd 
(Proposed purchases under all 16 u.s.c. 8513 ELE LEHI Thar oh 
authorities in this group are Purchase Superior National Forest, 8 
reviewed and approved by the ; (Act of 6/22/48, as amended, | ‘ Act of Feb 
National Forest Reservation 62 Stat, 568, 70 Stat. 326, a se: Hie ae pet 15, 1901, as amended, 
Commission before options are 16 U.S.C. 577 c-h, as further amended . . M ; 
accepted on behalf of the by P.L. 87-351, approved 10/4/61). Antiquities) Act of 
United States.) 36 CFR 221.7 (16 fetes 6305 of June 8, 1906, 
) PURCHASE OF ACCESS RIGHTS Bice ) : Act of March 4, 1915, as amended, 
. (16 U.S.C. 497). 
(Includes acquisition of easements -Federal Highway Act of 8/27/58 
for rights-of-way - all or partial . (72 Stat. 906, 907, 908, 23 U.S.C. d Sec. 7 of Granger Thye Act A 
interests in existing roads and 201, 203 and 205), Also see P.L. 24, 1950 (16 nies Le ‘ of April 
_..Yaw-land easements.) - 87-122 which provides continuing fund 
.for acquisition of roads pursuant to Act of September 3, 1954 
16 U.S.C, 471, -472, 475, 476, 511. ~ (43 U.S.C. 93l1c, 931d). > 


--36 CFR-212.9(c), 36 CFR 221.7 ; 
- 36 CFR 251.3, 251.4 
PURCHASE OF ADMINISTRATIVE SITES Sec. 5 Act of 3/3/25, as amended, 
s (43 Stat. 1133-16 U.S.C. 555). 


Act of 10/11/49 
(63 Stat, 763, 16 U.S.C. 581 k). 


"Section 11 of USDA Organic Act of 


8/3/56, (70 Stat, 1034 - 7 U.S.C. 
428 a). 
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REPLY T0:451@ Congress (PLLRC) 


SUBJECT: Appraisal Techniques, Procedures Utilized in Connection 


~ UNITED STATES DEPARTMENT OF AGRICULTURE 
a FOREST SERVICE 


October 30, 1969 


with Actien Related te Federal Public Lends 


THY. R. Carrell 
Special Staff Assistant ‘ 


Thru: Richard F. Proege 
Assceiate Peputy Chief 


In our July 15 letter we seat answers to the inquiries beginning on 
page 3 of rhe propesed plan of June 6, 1969, fer the Study ef Appraisal 
Bechniques. Fhe informatien relating te item eight (8) was requested 
ef our field offices and is summarized fellowing: 


<8) he number of appraisals prepared by or fer the Forest Service 
Gury each of the last three rs, breken down te shew the t @ of 
spraisals involved, the kinds of lands appraised, and the range or 


Sagnitude ei valves invelved in appraisals: 


, P.Y. 1967 ¥.Y. 1968 ¥.Y. 3269 
Prepared by 2 Prep repared by Prepared by 
of | aisal Staf& Fee Staff Fee Staff Fee 
454 14 486 24 563 19 
and. Scaiines "766 168 616 89-239 681 95 
Land Bopation 15 - 10 = Ps - 

; 1 ere “2 ~ i - 
Sapo Pee 26 At, 64H. 5 53 ee ° 
Read & Trai 9 rents 

ef-Ysay or 
partie] interest $25 29 519 23 517 ne 
Gther then above i 6 
178i 46 1669 293 185. 3h”*S” 
Bange of Velue $25 to $3800M $1 te $24.28 $15 to 26, 16M 


of Land: Timber, grazing, recrestion use, recreation homesite, 
eoumsrcksl, agricultural, end varicus combinations of use, 


Daniel DB. Olin 


BREEL BD. OLIN 
Acting Birector cf Lands 


EXHIBIT I 


SUBJECT: REQUEST FOR PROPOSALS (TSP), APPRAISAL TECHNIQUES 
AND PROCEDURES UTILIZED IN CONNECTION WITH ACTS 


RELATED TO FEDERAL PUBLIC LANDS 


The following data is furnished as called for by the Public Land Law 
Review Commission's letter and study plan of June 6, 1969, forwarded 
with Mr. V. R. Carrell's (FS) memorandum of June 13. 


3. Background Factual Data. 
a 


a. (1) ARS has ne positien established for the performance of appraisal 
functions. ARS requirements for appraisals have been insignificant, 12 only 
in the period 1955-1969. When required OPO has provided assistance in the 
selicitation of qualified Federal or outside appraisers or has authorized ARS 
to negetiate with other Federal agencies having qualified appraisers or to 
negotiate and centract with outside appraisers. 4 
Appraisal services have been performed for ARS by staff appraisers (1) GSA 
Regional Offices; (2) Farmers Home Administration; (3) Federal Land Bank; 
and (4) retired personnel ef those agencies engaged in appraisal work. 

Outside appraisers (members of the American Institute-ef Appraisers or 
Society ef Real Estate Appraisers) whose names are carried on the GSA Regional 
Office registers, have béeh employed undér contract, drawn to conform with the 
GSA standard ferm ef appraisal services centract. 


b. Review of appraisals are made by GSA Regional appraisers, Chief, 
Real Eetate, OPO, USDA and by the staff Realty Officer, ARS, subject te 
further review and approval by Director, Administrative Services and/er 
the Deputy Administrator. for Management ," ARS. 


a. (2) ARS has no established pesition fer ar appraiser. 


(3) ARS has been required to make four appraisals during the past 3 
Fiscal Years. 


(4) Since ARS has no staff appraiser, the procedure outlined in 3a.(1) 
above is followed. In dealing with other Federal agencies reimbursement is 
made covering staff appraiser's per diem, travel, and necessary expenses. 

In dealing with outside appraisers a formal contract is hegotiated, conforming 
to the extent possible, to the GSA contract for appraisal services. 
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(5) A statement of the scope of the evaluation data required for the 
property to be appraised, together with a survey plat and other relevant 
and pertinent data when available concerning the property are furnished a 
prospective Federal or outside appraiser. The Federal appraiser is desig- 
nated by the head of the Federal office, which has agreed to provide the 
service. The outside appraiser is generally that individual selected from 
a list of 3 or more names furnished by the GSA Regional Office, who resides 
within the region within which the property is located who has tendered a 
bid which in all respects will meet the requirements of ARS as to scope, 
time, and lowest possible cost. ARS does not maintain a list of qualified 
Federal or outside appraisers. 


(6) ARS as an agency of the Department does not have formal instruc- 
tions or procedural guidelines for the appraisal of property Federally- 
owned. Instruction and procedural guidelines published by GSA are followed 
to the extent applicable. 


(7) ARS does not have an established position for a staff appraiser. 


(8) ARS required four appraisals to be performed in the past 3 Fiscal 
Years, 1967-3; 1968-0; 1969-1. 


(9) ARS was not involved in any transaction for the Fiscal Year 1968, 
requiring the services of an appraiser. 


(10) ARS obtains appraisals, as required, by specific laws. The 
appraisals are not predicated upon any maximum or minimum transaction value. 


(11) Appraisals performed for ARS have been based upon analyses made by 
the Federal or outside appraiser based primarily upon the comparative sales 
approach. 


(12) Appraisals, requiring a determination of current fair market values 
haye been carried pursuant to specific provisions in Public Laws, which 
haye authorized the Secretary of Agriculture to acquire property for new 
sites for laboratories or related research purposes, or which authorized the 
disposition of existing landheldings in the custedy of ARS, by sale or 
exchange. 
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Sees. 


EXHIBIT I1 


APPRAISALS--1955 to 1969 


March, 1955--Sale, Clifton, New Jersey FMV $78,000 14 acres of 
land with improvements 
January, 1958--Sale, Beltsville, Maryland FMV $2,750 5 acres of 
land, unimproved 
January, 1959--Sale, Clifton, New Jersey FMV $71,200 7.6 acres of 
land with improvements 
January, 1961--Sale, Orlando, Florida FMV $370,000 19 acres of 


land with improvements 
March, 1961--Bonation, Fargo, Nerth Daketa FMV $27,500 10 acres of 
, wnimproved 


March, 1964--Purehase, Pasadena, California FMV $28,000 Purchase 
price $21,500 7,700 square feet of land with improvements 
FMV $526,660 


July, 1965--Sale, Clifton, New Jersey 28 acres of 


land with improvements 


April, 1966--Exchange , Auburn, Alabama Federal Property FMV $4,900 
University preperty $12,400 2.48 acres of land (University) 
unimproved, 1.97 acres ef land (Federal) wnimpreved 

July, 1966--Purchase, Brownsville, Texas FMY $150,000 Purchase 

Price $125,000 4.87 acres of land impreved 


September, 1966--Exchange (propesed; not consumated), State College, Pa. 
Federal Property FMV $142,000 University Property 
(land only) $2,600 Federal land .83 acre with improve- 
ments University land, 4 acres unimproved 


January, 1967--Beltsville, Md. Exchange Federal Property FMV $106,000 
Private Property $115,000 35,000 square feet of land 
(Federal, unimproved) 35,000 square feet of land 
(private, improved) 


April, 1969--Pwrechase, Presidio, Texas Private Property FMV $1,500 
Purchase Price $1,500 9,750 square feet unimproved 
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3.a.(1) Following is a general description of the organizational place- 
ment of those performing the real estate appraisal function within the 


U.S. Army Corps of Engineers: 


Office, Chief of Engineers - Chief, Appraisal Division and two 
appraisal personnel. Under administrative direction of the Director 


of Real Estate. 


U.S. Army Division Engineer Offices - A Chief Appraiser in each of 
the eleven division offices. Under administrative direction of the 


Division Engineer and the Division Chief of Real Estate and under technical 


direction of the Office, Chief of Engineers, Appraisal Division. 


. 


U.S. Army District Engineer Offices - A Chief Appraiser in each of 
thirty district offices. Under administrative direction of the District 
Engineer and the District Chief of Real Estate and under technical 


direction of the Division Chief Appraiser. 
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Real Estate Project Offices - A Chief Reviewing Appraiser and from 
one to twelve appraisers. Under the administrative direction of the 
District Engineer and the Real Estate Project Manager and under the 


technical direction of the District Chief Appraiser, 


The Chief of Engineers has delegated review authority to Division 
Engineers to review and approve appraisal reports in which the fair market 
value does not exceed $100,000. This delegated authority carries the 
right to redelegate review Patil to District Engineers, which has been 
done in amounts varying from $25,000 to the full amount delegated to the 
Division Engineers. Division and District Engineers administratively 
delegate the reasonability for technical review and’ approval of individual 
property appraisals to technically qualified reviewing appraisers at 
Division’, District and Project levels with specific approval limitations. 


All appraisals exceeding $100,000 are submitted to the Office, Chief of 


Engineers for review and final approval. 
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3.a.(2) Qualifications for staff appraisers are as outlined by the Civil 
Service Commission. Generally journeymen appraisers are employed at the 
GS-9 or 11 level. GS-9 level requires three years of general real estate 
experience and two years of specialized appraisal experience, GS-11 level 
requires three years of general real estate experience and three years of 
specialized appraisal experience. Reviewing appraisers are normally GS-12, 
or above, which requires at least three years general real estate experience 
and a minimum of three years appraisal experience. Staff appraisers are 
selected from registers furnished by the Civil Service Commission. Training 
is generally "on the job" with additional training provided by sending 
designated appraisers to the various appraisal courses offered by the 
American Institute of Real Estate Appraisers and other appraisal organi- 
zations as well as training seminars sponsored by various echelons within 
Limited Seer been made of an appraisal trainee 


the Corps of Engineers. 


program, starting trainees at GS-5 or 7 and advancing them in grade 
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dependent upon accomplishment and ability. This program necessarily 


involves much "on the job" training under the supervision of journeymen 


appraisers. 


3.a,(3) Appraisals have been made for purposes of acquisition, disposal, 
and leasing of privately-owned as well as Government-owned real estate. 
The majority of appraisals prepared for acquisition programs involve rural 


lands. The remainder involved lands devoted to residential, commercial 


and industrial use as well as special purpose properties. Disposal, 


inlease and outlease type appraisals have included lands devoted to 


agricultural, commercial, industrial, and residential. 


7 


3.a.(4) Qualified staff appraisers are utilized to the fullest extent 
possibile. However, contract appraisers are used to supplement the staff 


appraisers because of volume of work and to serve as a check on the level 


and acceptability of the values developed by the staff appraisers; also 


contract appraisers are utilized to appraise properties of a specialized Lists or files are maintained at the district office level and ar 


nature where the required capability is not available on the staff. This appraiser can be placed on the "list" by submitting his qualifications 


can include coal, oil, gas, gravel, clay and other underlying minerals as and experience record to the Chief of Engineers or the Division and 


well as timber, and other types of properties such as industrial plants, District offices involved. 


water production facilities which involve unusual appraisal problems. 
3.a.(6) The same practices, procedures and policies relative to acqui- 


3.a.(5) Contract appraisers are selected based on their qualifications, , sitions, exchanges-.or disposals, would also be applicable to the 

| : 
experience, and availability for the particular assignment. Contracts to | valuation for any purpose of federaily-owned property or interest therein. 
appraise land are obtained through negotiations with the selected appraiser. All appraisals are governed by the same regulations regardless of the 
Contracts are negotiated since the appraisal of real estate is a recognized purpose of the appraisal or the use or disposition of the real estate 


profession which prohibits competitive bidding. Prior to negotiation to involved. 


employ a contract appraiser, a cost estimate is prepared, which sets the z 
3.a.(7) The Corps of Engineers currently employs 260 staff appraisers. 


upper limit of cost. If a contract cannot be negotiated within the cost 
These are as follows: 


estimate with the selected individual or firm, the next best qualified 


2 : Office, Chief of Engineers - 3 

appraiser is then contacted. Selection of contract appraisers is based : 
Division Offices - ii 
upon their qualifications and experience record in appraising the District Offices - 164 
Real Estate Project Offices - 82 


particular types of property involved. 
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The grade structure is as follows: 


Office, Chief of Engineers - GS-15, 1; GS-14, 1; GS-13, 1 
Division Chief Appraisers - GS-14, 4; GS-13, 7 

District Chief Appraisers = -GS=13, LS) GS=12, 15 

Staff Appraisers = '@S-12,°5552GS=11, 139¥ “G9-95/17; 


GS-7, 3(trainees); GS-5, 2(trainees) 
The highest grade of an appraiser employed by the Corps is the Chief, 
Appraisal Division, Office, Chief of Engineers. As of 1 January 1969 
this position was GS-15 at $23,075 per annum. The lowest grade for a i 
journeyman appraiser was GS-9 at $8,462, and a trainee appraiser GS-5 

at $5,732. The average grade of staff appraisers during fiscal year 1968 
The total 


was between GS-11 and GS-12, at an average salary of $11,500. 


estimated cost of staff appraisal personnel for the same period was 


$2,978,419. 


Data requested concerning contract appraisal costs is not available but will 


be furnished at a later date. , 
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Following in tabular form is a resume of the Corps appraisal 


program for each of the last three fiscal years and a summary total of 


the program for the three years: 


Acquisition 
Disposal 
Inleases 


Outleases 


Acquisition 
Disposal 
Inleases 


Outleases 


Fiscal Year 1966 


17,344 
470 
3,098 


SIT 


26,839 


Appraised Value 


$85,090,939 
DeLS7 205 
D479, 359 


1,962,427 


$93,820,684 


Fiscal Year 1968 


13,573 
390 
3,036 


5,943 


22,942 


. 


Appraised Value 


$80,000,000 
1,850,000 
7,874,000 


1,903 , 000 


$91,627,000 


D-82 


Fiscal Year 1967 


Number Appraised Value 

ET] aly} $66,664,956 

371 360,681 

2,512 6,706,073 
1 6, 152 Lya325 203 0 
27,252 Tigo inealld 
Fiscal Year 66, 67 and 68 
Total 
Number Appraised Value 
48,134 - $231,755,895 

1,231 3,398,644 - 

9,646 20,159,428 
18,022 5,197,700 

77,033 $260,511,667 . 


The great bulk of the Corps appraisals were of agricultural lands, both 
$998,000. Disposals included are easements and lesser interests and 


farm and ranch, and included agricultural type buildings used in conjunction 
ay fee tracts where the appraised value is less than $1,000. The above 


with the lands. Other properties appraised include dwelling units, 
figures do not include some 200 gross appraisals made for real estate 


commercial and industrial propertics, timberiands, minerals, ctc. It is ; 
acquisition planning purposes or other survey type estimates developed 


estimated that 400 of the appraisals exceeded $100,000 in value. : : 
by Corps staff appraisers. 


It is estimated that 67% of the total Corps appraisal program is accomplished 
: 3.a.(10) Real property reflecting an estimated cost to the Government of 


by staff appraisers, 33% by contract appraisers and consultants. 
$515,995,706 was reported to G.S.A. as excess property during fiscal year 


. . 


3.a.(9) During Fiscal Year 1968, appraisals were aceomplished as foliows: 1968. 
) ; ) 
Acquisition of Real Estate - 13,573 tracts $80,000, 000- 
3.a.(11) For the total Corps of Engineer's land acquisition programs 
Disposals - 390 1,850,000 
J 9,284 tracts of land were acquired by direct purchase in fiscal year 
Inleases - 3,036 a 7,874,000 i 
1968. These tracts involved a total appraised value of $45,358,219 as 
Outleases - 5,943 1,903 , 000 
compared to the total acquisition cost of $49,804,203. 
Totals 22,942 $91,627,000 
Acquisition tracts above were acquired at a cost of $87,443,000 or 3 3.a.(12) We know of no general statutory requirements that lands acquired 
approximately 9.8% above appraised values. Disposal tracts, original by the Department of Army must be appraised. These are several statutes 


cost $6,914,524, appraised fair market value $923,000, and yielded 
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relating to the acquisition of land that make reference to the term 
Va lue Dut none t hat requ V d by appra a 
q ire that this alue be =) termined rails 1 


MO re) ou pro ram c1vVv d m Vy ope e under the concept as 
Most E pel s S; iL ash an 2 car rat 


* > * £ 6 “ £ } d nd 
expressed in section 301 1°) PL 86- 45. Acceptance 12) cne proce ures a 
A t 


i in DOD 
standards for determining questions of value as set forth 


i -l- d Real 
Instruction and implemented by Engineer Regulation 405-1-300 an 


Property Appraiser's Handbook published by the Corps of Engineers. 
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1. The Naval Facilities Engineering Command (NAVFAC) has 
twelve (12) Engineering Field Divisions (EFD's) with real estate capability, 


NAVFAC has eight (8) appraisers at various E¥D's, witha Chief Appraiser . 


at NAVFAC Headquarters, Washington, 1M Oy Review responsibility is 
delegated to the EFD, ref, 16. 18, enclosure (1), 


' 2. A general description of Qualifications for staff appraisers can 
be reviewed (see enclosure (2)). The Navy has no formal training pro- 
gram other than recognized professional training course Participation, 


3. Appraisals are prepared for acquisition, disposal, outgrants, 
outleases, in-leases and restoration, The range of types of appraisals 
prepared cover commercial, industrial, residential, agricultural and 
special purpose properties, 


an Administrative policies and procedures on use: of staff or contract 
fee appraisers are discussed in 16.4.1, 16.4.2 ana 16.4.3 of enclosure (1). 


gation precede placing names on the list, 


6. NAVFAG practices, Procedures and Policies are uniform as 


described in enclosure (1), 


7. There were seven (7) staff appraisers and one (1) chief appraiser 
employed in NAVFAG as of 1 January 1969, The grade structure con- 
sisted of five (5) GS-12's, two (2) GS-13's ana one (1) GS-14, The 
lowest grade was GS-12, salary $12,174; the highest grade was GS-14 
Salary $17,511, The grade Most numerous was GS-12 for calendar ; 


year 1968; the average salary was $14, 894; the total estimated cost 


outside appraisa] during calendar year 1968 was $25, 500; the average 
fee was $5,561; and the total yearly amount was $216, 900 for contract 
services, The total yearly amount for 1968 is not necessarily indicative 
for an average year due to unusually large projects undertaken during 


this time span. Several] Projects had many parcels/ownerships in one 
@ppraisal contract, 


8. The number of staff and contract appraisals prepared by fiscal 


"year for 1966, 1967 and 1968 are set forth as follows: 


a ‘ Staff Contract 
FY 1966 535 - 62 
FY 1967 ‘ cS oe 34 
FY 1968 348 i 5} 
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The type of erat included all classes of real property and 
some related personal property. The kind of land included a full range 
of exposure from low value grazing lands to high value waterfront in- 
dustrial areas. The range of valuc for FY 1968 extended from a nominal 
consideration to $16,000,000. It must be noted that one (1) appraisal 
has covered from one (1) parccl/ownership to seven hundred and seventy 
nine (779) parcels/ownerships. 


10. Appraisals were prepared and reviewed at the EFD level as re- 
quired by enclosure (1). As referenced previously, some EFD's have 
no appraiser, therefore appraisal documentation is sometimes gathered 
and analyzed by other real estate personnel, There are no known tran- 
sactions for which appraisal documentation was not assembled. 


ll. The importance of appraisals, ref. 16.3 (enclosure (1)), cannot 
be over-emphasized. Every effort is made to reconcile wide variances 
in appraised values, ref. 16.19.1 of enclosure (1). 


125 The Fifth Amendment requires "just compensation" but does not 
define it. To find some practical standard, the courts early adopted 
and have retained the concept of mazket value (reference United States 
v. Miller, 317 U.S. 369, 373 (1943)). Public Law 90-513, Section 
108 states ''No part of the funds provided in this Act shall be used for 
‘purchase of land or land easements in excess of 100 per centum of the 
value as determined by the Corps of Engineers or the Naval Facilities 
Engineering Command, except: (a) where there is a determination of 
value by a Federal Court, (b) purchases negotiated by the Attorney 
General or his designees, and (c) where the estimated value is less than 
$25,000." ° 


‘Just compensation and fair market value are discussed in | 
16.2 of enclosure (1). 
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EL. Jesuce (1) 
| 
_ DEPARTMENT OF TRANSPORTATION 
COAST GUARD APPRAISALS AND TECHNIQUES 
Dats 


- public (political) beady. 


3a(1) The Coast Guard does not huve treincd end qualified st:ff ap~ 
praisers. Appraisals fo the purchaso of real property are obtained 

under contrect fron qualified professicnal eppraisors reccmmended by 

the various District Attorneys of the Departuent cf Justice, “A Pro- 
cedural Guide for the Acquisition of Real Property by Goverment Agencies", 
issued by the Department of Justice, is the primary guide used for per- 
forming appraisal). functions and for the review of appraisals by Coast 
Guerd staif, : 

Licenses, easements and leases issued to or by the Coast Guard are 
generally negotiated for a ncninel consideration and in most cases with a 
When an estimated valuation is required to support 
a determination that the consideration is reascnable, a member of the 
eivil engineering steff is gencsrelly assigned the responsibility of esti- 
mating the fair rental or easement value bessd on his knovledse of profes- 
sional appraisel methods and techniques, personal inquiries of local going 
market rates and knowledge ef the Departacnt of Justice Procedural Guvide. 
When aveileble, assistance is obtained from the General Services Adninistration 


‘or Departzent of Defense eppraisal staifs. 


_—— 


(2) Ho trained steff appraisers. Review of contract appreicals ere 
made by members of the enginccring, legal and real property monagcncnt 
staff vho are ota ed to be knowledgeable of the contents of the Seah 


_ dural Guide. 


5 


(3) Appraisals are generally obtained for the purchese of lend in 
fee, for expansion or construction of new Coast Guard seareh and rescue 
stations, long range redio aids to navigation stations, housing, radio 
camunication ststions, bases and depots for cpereting personnel and 
equipnent and placement of various lighted as vell as wilightcd navi- 
gations] aids. These sites are usually waterfront er nesr vaterfrent 
sites cf nevigable bodies of weter. Jmprcvenenis purchased with the land 
are, in most cases, incidental to the requirenent for the land and cre 
razei for ecnstruction of planned facilitios, Communication sites are 
generally Lecated on rathexs Plet and sparsely settled areas offering mini 
mal interference to radio communication cporetions, 

(4) It is Coes!. Guard policy to chtain all eppraisalo for the por 
chess of lend in fee by contreat with professiorel quelificd pase ake 


of, 


a 
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We _ (§) Selection of nonstaff appraisers is made by solicitation for ser- 
vices by correspondence, telephone calls or by pergonal contact, The ap- 
praisers are advised of our interest, furnished available descriptive data 
of the property desired, our proposed plans for its use and data required 
to support the appraisel. The solicitation also includes a request for 
indication of inicrest in waking the report, whether the appraisal can be 
completed within the programmed timetable, an estimate of fee for per- 
forming the service and a-projected breakdown of the estimated fee and 
expenses covering per diem, days of work, cost of outside assistance and 
technical help, photographic services, supplies, transportation and other 
related costs, ‘he information obtained is then evaluated, the appraiser 
selected and contracts executed... 

_ & listing of qualified outside appraisers is generally maintained of 
those appraisers who have previously satisfactorily performed appraisal 
service for the Coast Guard. < 

(6) The same practices, procedures and policies apply to all types of 
land ecquisition actions, Disposals or exchanges of property are handled 
by the General Services Administration. 3 . : 


(7) The Coast Guard hes no staff appraisers. The following cost 
data for fiscal year 1968 is estimated: 


Maximum pay for contract appraisal - $1,250. 
Total fee paid for nonstaff appraisals- (in excess of $17,000.) 


Average fee paid for appraisals- Many appraisals are obtained by 
field activities at low costs, data on these is not available. Average 
fees probably about $250. _ a 


a 


(8) Partial Data: Ite > 


Fiscal Year 1969 


19 appraisals accomplished by outside professional appraisers. 
Magnitude of values ranged from $5,900. to $450,000. covering water- 
front subdivisions, waterfront industrial sites and air Space rights 


Fiscal Year 1968 


49 appraisals accomplished for this period, (10 by outside pro- 
fessional appraisers and 39 handled by GSA). Magnitude of values ranged 
from $15,000. to $153,000. covering radio communication sites, harbor 
waterfront and urban residential sites. ‘ 
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13 appraisals, accomplished by outside professional ‘appraisers. 
Magnitude of values ranged fron $3,000. to $60,090. covering harbor and 
watertrvont subdivisions. ; : 


Partial Data Supplied: 


(9) Appraisal cost $1,250 each fox appraisals valued at $107,009. 
and $115,900. Acquisition cost $111,900. 


Appraisal cost $6,000 fox 8 appraisals of which valves arc $158,000. 
and $145,000; $19,000. and $15,000.; $126,700. and $121,969.; $133,000. 
and $146,000. Acquisition still in process. 


Appraisal cost $7,000. for 39 parcels handled by GSA. Detailed data 
on valuations not available. See 


(10) No appraisal obtained for property acquired at cost of $93,500, 
Property comprised a portion of a larcer tract obtained by condemnation 
for urban renewal project. 


(11) biscussicn of relationship between appraised values and aequi- 
sition cost. All estimates of values provided by commercial appraisers 
are reviewed by field offices and submitted te Headquarters with recom~ 
mendation for its acceptance or if not acceptable, to provide reasons. 
why the values shovld not be accepted as a fair estimate. 
estimates are at wide variance, field offices may recommend a new value 
with documented justification of such. ‘The new value is limited:to 104 
of the highest appxaisal if the appraised vale is $5,000. or mor@, Ox - 
$500. if the appxeisal is undex $5,000. All acquisitions exceeding : the 
10%- limitation are gencrally xreferxed ta the District Attorney for the 
Department of Justice for his recomendetion as to whether such action 
is feasible and is in the best interest of the Government, vice acquisi- 
tion by a proceedings in condemnation. ; 


re Wo nov. ae ae. - 
(123) We know of no statutes or regulations which specifically reouiye 

het a determinatd £ vetuc 5 Ge See ae . : Ree hp 
ae hes Deis of value be mace Githex by appreisal or othexwise, 
fhe criteria for obteining valve estimates fox the purchese of real 

nitareen wae oy es ao enh lees = Cae = a - eat 
OR or the granting of licenses or leases is the Nepartment of 
Justice Procedura mide £ the & LSitic ng ope: ' 
ie. Ne tic oe eng for the Acquisition of Real Property by Govern-~ 
rental Agencies" and the various Gecisions of the nptrealter Genes 
the United States which indicat iS : the Comptyrdlter General of. 

2 Unit stares which indicates that the use of Government .property is 
é& valuable privilege and that a faix rental consideration should be 
charged for such use. : 


a 
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Enc hose (2) 


~ 


involving a site of about 0.75 acres, a right-of-way of about 0.5 acres 
end a restrictive easeinent covering 70-72 acres, 


DEPARTMENT OF TRANSPORTATION ‘ | 3.a.(4) Since we have no real estate staff appraisers in the agency, 


a ~ except in the SW Region, commercial appraisals must be acquired by 
FEDERAL AVIATION ADMINISTRATION \ contract or otherwise, In the sw Region forma] appraisals are marie by 


the staff appraiser except in instances of land acquisition through 
' condemnation in which instances a contract fee appraiser is used in con- 
junction with the staff appraiser, 


APPRAISALS AND TECHNIQUES _ 


: 3.a.(5) Appraisers are selected in accordance with Handbook 4402.55A 
- ae ee aa ia Subpart 2-55.316. A list of qualified appraisers is maintained by our 
3.a.(1) here is only one staff appraiser in the FAA. He. is : Regional offices. Appraisers presenting their qualifications are placed 
located in the Real Estates and Utilities Section, Logistics Branch of on these lists but they are only used if approved by the U.S. Attorney. 
the Southwest Region. Appraisal services are obtained jin accordance 


with Subpart 255.3 of Handbook 4402.55A a copy of which is attached, 3.a.(6) The same practices, procedures and policies are followed 
. Any appraisals are revieved by real cstate contracting personnel, Z : in the procurement of appraisals for whatever purpose, 
3.a<(2) We have no established qualifications for staff appraisers, . 3.a.(7) Our single staff appraiser is a GS-12 and as of 1 January 
Our one staff appraiser was hired for his overall real property capae 1969 received a salary of $13,392.00. During calendar year 1968, the 
bilities and his appraisal knowledge came as somevhat of a bonus, maximum paid for an outside appraisal was $2700; the average fee paid for 
: : “te _ honstaff appraisals was $769; and the total paid for nonstaff appraisals 
3.a.(3) Appraisals were made for the following purposes: was $20,000. 
: : (a) lousing appraisal to determine fair rental velue in accordance ) 3.a.(8) During the last three years, the staff appraiser accomplished 
J with the’ requirements of BOB Circular Ae45 deted 31 October 1964, the following: 


{b) To establish the value of Jand at Duljles International Airport (a) Rental appraisals for Government-owned quarters at remote 


to be leased to private interests for construction of office a navigation aid facilities - 7. Quarters ranged in value from 
buildings. ones aT | $24,000 to $105,000. 

(ec) For the purpose of acquiring fee simple title and for nesoe (b) Lease appraisals for air navigation facility sites - 50, ranging 
tiating leases when agreement could not be reached and condem= in annual lease rentals from $250 to SENSO On, 

i ippeared imminent. The property appreised was land 

Ee eee cee pcan (c) Space lease appraisals - 15, involving buildings ranging in 
ae bade : fee value from $100,000 to $7,500,000 and rental rates from 

(d) To determine the fair market value of improved property to $1,000 te $60,000 per annum. 


a i2ne I the E Non i 
sais Comp Tianceswath ithe! Econoiy/Aer. (d) Fee purchase appraisals - 20, ranging in value from $1,000 to 


re 5 : . eo eavene ‘ 6 000. 
The types of Jand, for which appraisals are procured, include comnercial, $60, 00 


industrial, and residential properties in the vicinity of airports, in 
connection, mainly with sites for instrument landing systems; SOLIS ; 
both wooded and unwooded, and other vacant Jend in rvreal areas reduired in 
connection with sitc. for en route eir navigation: l facilities; and eithe- 
farmlands or unimproved land for the sites for air route traffic control 
‘centers, Usually land on which we seck appraisals is without On EET OL», 
minor improvements. The larger areas for which ve procure Pg dB aS cata 
are usually required in connection with VORTAC facilitics, customarily 


| 

| 
The magnitude of values involved in the 65 contract fee appraisals was 

= $450 (involving land whose highest and best use was for farming purposes) 

to a high of $183,900 (involving land proposed {for commercial development). 
In the majority of instances the appraisals related to an existing site 
already occupied for (on the average) 10 years and property that had been, 

| in the majority of instances, classified as farmland when initially occupied, 
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y 3.a.(9) Fiscal Yeer 196% contract appraisals ravged from $5,870 
to $183,000 for the property being appraised, In six instances, action 
was taken to acquire the fee for a total value of the real property 
acquired of $119,732, No appraisals were procured relating to the dis« 
posal of properties since all excess real properties were reported to 
GSA. 


3.a.(10) Other than lease negotiations for which no formal. appraisals 
were made, one option to purchase was exercised for $1546 covering a parcel 
of land with an estimated value of $26,000. 


3.a.(11) Since appraisals are procured to form the basis for negoe 
tiations to lease or to purchase real property, the purchase or rental 
price proposed by the Government is normally within 10% of the appraised 
value and the final price agreed to by the Government is usually slightly 
below the appraised value and not more than 10% above the appraised value. 


Example: The first appraisal of a site on Staten Island, N.Y¥., set 
forth a fair market value of $59,000. In the review process, the appraisal 
was questioned by the real property manager and a second appraisal secured, 
The second appraisal set forth a value of $26,000 and a purchase price of 
$29,000 was subsequently negotiated, 


3.a.(12) Statutes or regulations which in our opinion require that 
a determination of value be made either by appraisal or otherwise are: 


) Economy Act of 1932 


Federal Aviation Act of 1958, Sec. 303c 
Federal Aviation Administration Procurement Manual, Part 2-55 
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: DEPARTMENT OF TRANSPORTATION , 
. ‘FEDERAL HIGHWAY ADMINISTRATION - BUREAU OF PUBLIC ROADS 


APPRAISALS AND TECHNIQUES 


Please be advised that with rare exceptions the Tnircau of Public Rozds 
Jand acquisition program is primarily one of Federal aid to State 
highway departments and includes as many eperating policies as there 
are acquisition jurisdictions involved, Therefore, the basic date 
which you request: varies from State to State depending on their laws 
-and programs, and would not be pertinent in the subject instance, 


Rare exceptions to the above axe: (1) Federal acquisit: 
requested; and (2) Federal acquisition for defense 


d In (1) above, appraisal and acquisition procedures are normally initiated 
by the States under theix own laws and previously accepted pelicies and 
3 s- ¥ conta: . 91. Fan 
procedures, subject only to Federal regulations. If the State is unsblia 
to acquixe the necessary highway right-of-way, their appraisals are 
> : % BT 2. at Me maartiee eer Ue 
modified, if necassary, to meet Federal rules and requirements fos 
. 4 . wt - ne 
acquisition and Federal condemnation is effected by the Departmont of 
Justice. 


Progrems occurring under (2) above are rare. Therefore, the Beruau of 


Public Roads does not waintain a steffi exclusively for that purpose. As 
@ result, most points raised in Mr. Pearl's June 6 menocvandum are not 
applicable. : : 


qualified fae pexsonnel, subject to supexvisior and review by the b 


of Public Roads Office of Kight-of Vay and Lesation, A one-price offer 
adhered to based ipon the appraisal(s) and fei are to acquire by dicect 
purchase vesults in condemnation action by the Deapartysnt of Justice. In 


(>) no cases are appraisers allowed te negotiate fer property they appreicse. 


Jf further inforwztion regarding any of the above is necessary, please 
‘7 pédvise and wa wil] be plecsed to cooperate. 
ees 
yok ~~ ag Pes ape 
! ‘ BUY ULS, SAVINGS BOHES ENGULARLY CM TE PAYROLL SAVINGS PLA 
IES HOUPS REGUL 
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ASSISTANT ATTORNEY GEMERAL 
DIVIEION y Py, ) 
i Bopartment of Justice mes 
Washington 


The Chief, Appraisal Section, is responsible for 
all appraisal matters relative to the valuation of real 
estate, subject to broad policy guidelines of the Assistant 
Attorney General and legal guidelines established by Chiefs 
of the other Sections. 


July 14, 1969 


The appraisal functicn is administratively performed 
through direct coordination with the involved attorney at the 
Division level, as well as with the United States Attorneys’ 
offices throughout the United States and its possessions. 


Henorable Milton A. Pearl 

Director, Public Land Law 
Review Commission 

1730 K Street, N. W. 


Was t D. C. 20006 , ; aps 
ashington, 2 The appraisal review function falls into two 


Dear Mr. Pearl: Gabepor es: 
1. Desk analysis, which involves a thorough 
study of the appraisal report without 
benefit of being on the site (a copy of 

the analysis form is attached). 


This refers to your letter dated June 6, 1969, 
requesting the data enumerated and answers to certain 
questions set forth in the'Study Plan, Appraisal Techniques 
and Procedures Utilized in Connection with Actions Related 
to Federal Public Lands," dated June 6, 1969, The data 
requested is contained under paragraphs a and b of para- 
graph 3 commencing on page 3 of the Study Plan. ) 


2. Field analysis, which involves a thorough 
study of the appraisal report and comparing 
facts related therein with the conditions 


The questions under paragraph a have been answered existing on site. 


in numerical order commencing with Item (1) on page 4 of the 


STUDY PLAN and ending with Item (12) on page 7. (2) A general description of qualifications for 


staff appraisers, including reviewing ap- 
praisers, and haw they are chosen and trained 
by each of the departments and agencies listed 
above. 


(1) A general description of organizational 
placement of those performing the ap- 
praisal function in each of the following 
departments and agencies, together with a 
brief statement of how the appraisal 
function is administratively performed and 
supervised, including procedures for re- 
view of appraisals. 


RESPONSE: All personnel of the Appraisal Section, with 
the exception of the Secretary, must be fully qualified senior © 
appraisers prior to their association with the Department. The 
very position of the Department relative to the land acquisition 
program makes it mandatory that these men be recognized in the 
appraisal profession and in the eyes of the public as being fully 
qualified, professional appraisers. In general, the minimum 
professional requirements would include: 


SPONSE: The Land and Natural Resources Division is 
one of several divisions of the Department of Justice. it is 
broken down administratively into six Sections, each supervised 
by a Section Chief answering directly to the Assistant Attorney 


General, the head of the Division 1) One or more degrees from recognized colleges 
9 e 


or wniversities. 
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2) A minimum of five years professional 
appraisal experience, involving many 
types of property. 


3) Membership in one or more of the 
professionally recognized appraisal 
societies, i.e., M.A.I., A.S.A., 
A.R.A., S.R.E.A. 


4) A reputation of honesty and integrity, 
and the ability to communicate with 
colleagues at a professional level, and 
with the general public. 


Appraisers for the Department are not subject to a 
formal training program. However, they attend appraisal 
courses, seminars, and lectures whenever such attendance will 
further their professional ability. 


(3) A general description of the purposes for 
which appraisals have been made by each of 
the above-listed agencies during the past 
three years, including a general character- 
ization of the type of lands, resources, 
buildings, and other improvements appraised. 


RESPONSE: Approximately 95% of all appraisals con- 
tracted for by the Department have been for acquisition purposes 
by other agencies with consideration being given to the need to 
conform to judicial standards and guidelines for the determina- 
tion of just compensation, since litigation may ensue and 
consistency is required. The exceptions would be appraisal 
determinations involved in tax matters, Indian claims, a small 
number of acquisitions by this Department, and government land 
disposals. The predominant type property appraised is rural 
land. However, almost every type of property is appraised, 
including multi-story office buildings, warehouses, private 
homes, apartments, rooming houses, gas stations, auto dealer- 
ships, hospitals, farmland, timberland, sand and gravel land, 
gas and oil rights, ¢.al deposits, and other mineral rights. 
Money wise, perhaps 70% of the appraisals are for Indian claims, 
The land for this purpose consists generally of large areas 
as they existed and with the dates of valuation being in the 
19th century. 
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(4) A general description of administrative 
policy and procedures for determining 
which, if any, appraisals will be 
accomplished by the staff and which by 
someone other than a staff appraiser 
either by contract or otherwise for 
each of the departments and agencies 
listed above. 


RESPONSE: Predominately, appraisals are performed 
by contract appraisers, the exception being those cases where 
competent contract appraisers are not available, or where 
because of the uniqueness of the assignment, it is difficult 
to find the needed talent. For those exceptions, locally 
informed government appraisers and/or the Department's appraisal 
staff is utilized. 


(5) A general description of how nonstaff 
appraisers are selected by each of the 
departments and agencies involved, in-  --- 
cluding a statement, if any, of quali- 
fications prescribed for such selection, 
whether a list is maintained of qualified 
"outside" appraisers and, if so, the 
means by which an appraiser may be placed 
on the list, including whether procedures 
exist to permit appraisers to apply there- 
for. 


RESPONSE: It is the policy of the Department to utilize 
the best qualified appraisers available within a reasonable 
distance of the property to be appraised. Names are selected 
from rosters of professional appraisers or from the list of 
available appraisers maintained by the Department. A posting 
on the list of available appraisers does not infer an official 
endorsement of the appraiser as to ability or professional 
standing. It merely indicates he is available for an assign- 
ment at such future time the Department finds need for his 
talent in a particular case. Factors considered in the selec- 
tion of an appraiser are: 1) years of experience, 2) his stand- 
ing in the profession, 3) membership in a professional ap- 
praisal society, 4) reputation as an expert witness, 5) his 


D-98 


demonstrated or acknowledged expertise in the particular 
appraisal problem at hand. 


(6) A general statement as to whether the 
departments and agencies involved 
utilize different practices, procedures, 
or policies concerning any of the above 
factors relative to different categories 
of land and land transactions under their 
jurisdiction and specifically whether the 
same procedures apply to (a) acquisitions, 
exchanges, or disposals; and (b) the valua- 
tion for any purpose of federally owned 
property or interest therein as compared 
with valuation of other publicly owned or 
privately owned property and interest there- 
in. 


RESPONSE: The same practices, procedures and policies 
are applied in all cases involving the hiring of appraisal 
services. The basic guideline for all actions involving property 
in the Division is‘fair market value. 


(7) For each department and agency involved, the 
number of staff appraisers empluyed; a brief 
discussion of the grade structure, including 
the grade and salary as of January 1, 1969, 
of the highest appraisal official in each 
department and agency, the lowest grade and 
salary for an appraiser, and for either 
calendar year 1968 or fiscal year 1968, the 
average grade and salary, and the total cost 
of staff appraisal personnel; and for that 
same year, the maximum pay for an "outside" 
appraisal, the average fee paid for non- 
staff appraisals; and the total paid for 
nonstaff appraisals. 


RESPONSE: Due to the position of the Department as 
final arbiter of just compensation, only full qualified senior 


appraisers are employed as members of the staff. The grade 
structure and salaries of the Appraisal Section personnel as 
of January 1, 1969, is broken down as follows: 


Chief, Appraisal Section, GS-15, $22,416 
Assistant Chief, Appraisal Section, GS-14, $19,206 
Appraiser, GS-14, $18,641 
Secretary, GS-6, $7,588 
Average ~ $60,263 # 3 = $20,088, or GS-14 


The total cost of staff appraisal personnel is not 
computed by this Department; neither are the figures for maximum 
pay for an "outside" appraisal, the average fee paid for non- 
staff appraisals and the total paid for nonstaff appraisals. 


(8) The number of appraisals prepared by or 
for each of the departments and agencies 
involved during each of the last three 
years broken down to show the types of 
appraisals involved, the kinds of lands 
appraised, the number accomplished by 
staff appraisers, by "outside" appraisers, 
and the range or magnitude of values in- 
volved in appraisals, 


RESPONSE: This. Department does not compile such data. 


(9) For each department and agency involved 
for fiscal year 1968, a description of 
the magnitude of values covered by all 
appraisals, including, where available, 
total cost of acquisition and receipts 
from disposition of properties for 
which appraisals were made, 


RESPONSE: This Department does not compile such data, 
(10) For each department and agency involved, 
a description of the magnitude of value, 


if any, involved in transactions for 
which no appraisals were made. 
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RESPONSE; Ail appraisal problems involving the 
Department include an appraisal analysis. The magnitude of 
these values are not compiled by this Department, 


(11) For each department and agency involved, 
a general discussion of the relationship 
between appraised values and acquisition 
cost or price received for sale or lease 
with a few examples of instances where 
there was a wide variance between the 
appraisal and either the cost or receipts. 


RESPONSE: This Department does not compile such data, 


(12) Statement from each of the departments and 
agencies involved identifying the statutes 
and regulations which, in the opinion of 
the departments and agencies, require that 
a determination of value be made either by 
appraisal or otherwise. 


RESPONSE: This information is not available. 


The material requested in paragraph 3b is “all published 
regulations, manuals and instructions * * * pertaining to the 
performance cf the appraisal function." This Department has no 
published regulations, manuals or instructions pertaining to 
the appraisal function; however, there is enclosed a copy of 
"A Procedural Guide for the Acquisition of Real Property by 
Governmental Agencies" prepared by the Department in 1968. 


Sincerely, 


¢ 


Shiro Kakhiwa 
Assistant Attprney General 


iene sssinases 
: . 


Identification of Property (Civil No., Tract No., etc.) 


id a an - pa mcstbices 


DEPARDGNT OF JUSTICE 
Stir LAND AND NATURAL RESOURCES DIVISION. 
ee | APPRAISAL ANALYSIS 
) (For Use by Attorneys and Appraisers) 
Analyzed by: ‘Date: 


Name of Acquiring Agency: 


can ___Compensatio 
Appraiser Value Value {Fake Damages S Total 


a 


INSTRUCTIONS: Items not applicable, indicaté by N/A in appropriate blanks. Check (/) 
i= answer is affinmative: write (No) if answer is negative. Use reverse side to : 
explain all items marked (No) as necessary. 


Ac GAPFION (Compare with Declaration of Taking or Complaint ) Appr. Appr. Appr. 


: 1 (2). (3) 
-& Project and Parcel Ho. Correct? 
b. Owners Kame : - Correct? j 
ce Legal Description Correct? 
Gd. Total Area of Property ree lin, < Correct? 
Geo Area, Acquired Correct? 
2. Axes of Remainder ~ Correct? 
- = " a \ : 
.B. EFFECTIVE DATE OF APPRAISAL 
& Coincides with D. of 7. Yes? 
be Does not coincide with D. of T.-but ie 
satisfactory _ Yes? 
C. PURPOSE OF THE APPRATSAL i 
) &. Definition of value ccmpatible:- with federal law . eT Se eae 
de Estate appraised correct =e ° Yes? 5 
Geo Taking accurately defined arg os Ee eng ‘Yes? ‘ame 


PREMISE OF THE APPRAISAL «7 =e. 
kate 


D. 
) &- Developes the applicable appraisal techniques 
b. Follows the applicable legal rules 
E. METHOD OF APPRAISAL ae 
ee EAL AL 
a. Appraisal method and technique compatible with 
appraisal's (a) purpose 
(bd) premise 
e b. Before and after approach in partial taking . 
supported 


ce. Omission of one or more value approaches justified 
Sadseress gas, etc.) 
evaluated based on their contribution to the whole 


dad. Were improvements and interests 


e. Salvage value of improvements and Growing crop 
values considered ‘ 


F. PROPERTY DESCRIPTION 
EON 


a. Land description - including soil types, topog- 
raphy, etc. 


b. Improvements - identirzed; located and described - 


c. Minerals, gas, oil, timber and Growing crops 
identified 


dad. Deseription of property before and after taking 


G. HIGHEST AND BEST USE 


a. Set forth and justified 

b. Alternatives discussed ' 

c. Highest and best use after the taking set forth 
and justified . : 


H. MARKET 


& Prior sale of subject property considered 

b. Cost data justified and supported ; 

ce. Depreciation, including Physical, fumctional ‘and 
economic obsolescence defined, analyzed and 
supported 

d. Income, expense and capitalization rates analyzed 
and supported 

€. Capitalization technique analyzed and supported 

£. Comparable sales verified, describe, analyzed . 
and related to subject property — a 

g- All sales reported whether or not comparable 


I. ‘DAMAGES AND OFFSETTING BENEFTTS 
DAMAGES AND OFFSETTING BENEFITS 
a. Appropriately outlined and discussed 


bv. Adequately analyzed end supported 
- Ge According to federal law 


\ ~ 


Yes? 
Yes? 


Yes? 
Yes? 


Yes? 


Yes? 


Yes? 


Yes? 


Sie eRe eS 


) 


K. 


it 


‘J. “CORRELATION AND conotuston «+ ine 
° 


&. Appropriate discussion 
b. Conclusion sound and convincing 
Ce Mathematical computations are correct 


CERTIFICATION 


&. Standard cleuses included © 

b. Effective date of valuation established 
ce Appraised values set forth : 
ad. Signed =e : 


a. Appropriate pictures f 
bo. Date of pictures established : i 


: Cs Map showing subject and comparables 


-&. In report é = 


d. Plat plan, survey and map of area 
QUALIFICATIONS OF APPRATSER 
et nee 
>. Well qualified 


GENERAL 


&. Would appraiser be used as witness . Stes 
b. Does Government have other appraisals; if. 


appraisals warranted; if 


~~ : 6 


'. (¥es) explain 


4 


7(2) 
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ATOMIC ENERGY COMMISSION 


36 Background Factual Data 


a. (1) (f) There are no real estate appraisers within the AEC. 


(2) 
(3) 


(4) 
(5) 


(6) 


(7) 
(8) 


When appraisals are needed, they are obtained by contract 
with an "outside" appraiser or by specific request to 
either the Corps of Engineers or the GSA. Other appraisals 
are prepared by the Corps or GSA at AEC installations as an 
integral step in the acquisition or disposal process, 
respectively. 


Not applicable to AEC, 


No appraisals have been made by AEC during the past three 
years. 


AEC has no administrative policy in this area. 


“Outside” appraisers are selected on a case-by-case basis. 
Selection of two appraisers for the Sandia, Livermore 
acquisition was based on recommendations.received from the 
Sacramento District, Corps of Engineers, and the Assistant 
U. S. Attorney in San Francisco. Three appraisers were 
selected for the Pinellas acquisition on a recommendation 
from the Pinellas County Board of Real Estate appraisers. 
No list is maintained of qualified "outside" appraisers. 


AEC uses the same practices and procedures in different types 
of real estate actions. 


No appraisals were made at AEC request for FY 1968. 


Six appraisals were made for AEC during the last three years, 
all in FY 1969, as follows: 


(a) Easement to the Long Island, Lighting Company for a power 
transmission line at BNL. The appraisal was meade for 
AEC by a New York District, Corps of Engineers, staff 
appraiser. The land is unimproved, flat and wooded, 
with sandy soil. The easement area of 108 acres was 
estimated at $205,000. 


(b) Pinellas, Florida. Three "outside" appraisers were 
retained to estimate the fee value of 5 acres of land 
to be acquired, The appraisals were $8,000, $12,500, 
and $12,950. The owner's asking price was $18,000 and 
the case was negotiated for $15,000. The land is un- 
improved, rectangular in shape, level, with scattered 
pines and thick palmettos. 
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(9) 
(10) 


(11) 


(c) Sandia, Livermore. two "outside" appraisers were 
retained to estimate the fee value of 132 acres of land 
in five separate tracts to be acquired. The first 
appraiser estimated the value to be $703,162. The 
second has not been received. Negotiations for purchase 
have not been started. All of the land is unimproved 
except for one house and barn, both in a deteriorated 
condition. Three of the tracts have county zoning for 
Planned industrial end two are zoned agricultural. 

The general trend in this area is for light industrial 
use. 


As indicated above, no appraisals were obtained in FY 1968. 


In the original acquisition of the Richland, Washington, 
reservation, the State of Washington and the Northern Pacific 
Railway Co. were permitted to retain their mineral rights 
upon agreement by both entities that they would not exercise 
these rights for a period of 25 years. 
conveyed 840 acres of land in the southwesterly part of the 


across the Control Zone on the Wahluke Slope. A dollar value 
was not established in the transactions with the State and 
the Northern Pacific. 


See (8) (b) for relationship between appraised values and 
acquisition cost. Disposals by license or permit are made 
on @ fair rental or full cost recovery concept. Programmatic 
disposals are made with a Tull cost recovery in mind, with 
due consideration being given to the benefits that will or 
may accrue to the AERC. 


(12) (a) "Nor shall private property be taken for public use, with- 


out just compensation." This last clause of the fifth amendg- 
ment to the Constitution would seem to imply that an appraisal 
of property wovld be an &ppropriate administrative device to 


- aid in determining what constitutes "just compensation," both 


to the landowner, and to the public which is to pay for cia, ‘ 
in the acquisition of land both by purchase and by condemnation. 
(See also sik 171 and 172 of the Atomic Energy Act of 
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(b) Section 120 of the Atomic Energy Community Act of 1955, 


/&85 amended, provides that sales or rentals or property at 


the Hanford project in and near Richland, Washington, :>211 
be at the estimated fair market value or the estimated wuir 


rental value of the property as determined by the Commission. - 
. AECM 5310-034 f. assigns to the Manager, RL, responsibility 


for obtaining appraisals of fair market value and fair rental 
velue. 


(c) AEC Appendix 5301, Part III A.3. requires that a state- 
ment as to the estimated value of the property be submitted 
by the Field Offices with a recommendation for acquisition 
of title; Part IV B.3. requires an estimate of the cost of 
acquiring permanent easements; Part V A.4.b(4) requires the 
estimated cost of eliminating outstanding rights in third 
parties. 


(ad) The Economy Act of 1932, as amended, limits the amounts 
which may be expended for rent, alteration and improvements 


_. %o leased space... An appraisal of fair market value is 
“generally required to demonstrate that the ‘cuir is within 


3%e limitation of the Aét. 
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GENERAL SERVICES ADMINISTRATION 


In addition to responding to your questions we are attaching a copy of our 
recently published revised Appraisal Handbook together with copies of 

our forms including, among others, the Contract, Contract Specifications 
of various types, In-Lease short forms used only by staff, and the 
Reviewer's Appraisal Analysis (GSA Forms 1241, 12414, 1241B, 1241¢, 1241p, 
1241£, Form 1305, and recommended special requirements for machinery and 
equipment appraisals). All contracts in excess of $10,000 also carry 
with them the GSA Form 1714, "Equal Opportunity Clause", a copy of which 
is attached. Also enclosed is GSA Form 1195, "Application for Placement 
on GSA Register of Available Real Estate Appraisers", which the applicant 
furnishes to our Regional offices in duplicate, if he is interested in 
doing work for GSA. In some instances we will refer to a portion of the 
handbook when answering specific questions. The questions are set out 
for ready reference. 


(1) A general description of organizational placement of those 
performing the appraisal function. in each of the following departments 
and agencies, together with a brief statement of how the appraisal 
function is administratively performed and re ete inéluding pro- 
sedures for review of appraisals: 


OR oe eee ae 


(g) General serviges Adwinistrafion . 


Bans “ee 


“The Appraisal Staff, supervised by the Director is immediately responsible 


to the Assistant Commissioner for Real Property Disposal -in the Office 
of the Commissioner, Property Management and Disposal Service. An 
organizational chart is attached. The funttions of the appraisal staff 
are as follows: 


a. Develops and coordinates policies, standards, procedures, and 
methods geverning the appraisal of: 


(1) Real property to be acquired by any means, including 
purchase, lease, condemnation, exchange, donation, or otherwise; 


(2) Excess and surplus real and personal preperty; and 


(3) Rights or interests incidental to the management of real 
property for which GSA is the holding agency. 


b. Evaluates and approves the qualifications of both contract and 
staff appraisers. 


c. Negotiates and administers contracts for appraisals of all 
types and kinds of real property. 
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d. Conducts investigations, compiles data, and makes appraisal 
reports covering all types and kinds of real property, 


e. Reviews and approves appraisal reports. 


£. Provides consultant services on real property appraisal \ 
problems. 


A detaiied description of the review process is set out in Chapter $4, 
peregtaphs 5 and 6 of the Handbook, Appraisal of Real Property. 


(2) A general description of qualifications for staff appraisers, 
including reviewing appraisers, and how they are chosen and trained by 
each of the departments and agencies listed above. 


Under normal circumstances, GSA hires only appraisers with five years 

or more of appraisal experience, either from another Government Agency 
or from the independent appraisal field. In each of our largest six 
regions we try to start one young man who is interested in the appraisal 
field at a grade GS-5 or Grade GS-7, depending on how well he has passed 
his FSEE examination. He must have a college background and preferably 
a major in real estate or land economics. He is sent out with journey- 
men staff appraisers and does their “leg work"' for a period of one or 
two years, at which time he is permitted to make small appraisals sub- 
ject to the approval of the senior staff appraisers. Under our own 
training, we are willing to advance an appraiser to a grade GS-11, our 
lowest journeyman grade, with three years of experience. To get above 
this grade, he must, under ordinary circumstances, have had at least 
five years of experience in our cross section of appraising for both 
acquisition and disposal. We make no differentation between a staff 
appraiser involved in field work and one involved in reviewing, as all 
are used for all purposes. During the past five years, the great 


majority of the men we have added to our staff have been at grade GS-11 

or above and have come from other Government agencies. The personnel 
we have lost has generally been at grade GS-12 or above and in most 
cases they have been lost to private business where they could make 
more money. 


(3) A general description of the purposes for which appraisals have 
been made by each of the above-listed agencies during the past three years, 
including a general characterization of the type of lands, resources, 
buildings, and other improvements appraised. 


Our appraisal program "covers the water front", We are required to make 
appraisais for "In-Lease", "Prospectuses", "Site Acquisition", "Disposal 
of excess and surplus real and eleted personal property", "Partial re- 

lease of liens", "site surveys", and proposed "Repairs and improvements". 
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On occasion our appraisals will also cover machinery and equipment or 
mineral resources. In these latter two cases, only contract appraisers 
are used and the staff capability is primarily used to know who to hire. 
This type of appraisal is not required in sufficient numbers to warrant 
staffing of personnel trained in these specialized fields. 


Leasing appraisals usually cover commercial office buildings, small 
stores and offices, and highly special-purpose property. Site acquisi- 
tion appraisals cover a multitude of types of properties usually found 
in down-town centrai city areas where a Federal Office Building is to 
be constructed. They can also cover additions to existing Post Offices, 
and outlying sites for the requirements of specific agencies, 


Disposal appraisals cover anything that the Government no longer needs 
including ship yards, air fields, NIKE sites, Army and Navy bases, 
Coast Guard Stations, etc., and other specialty properties such as 
Ellis Isiand and Alcatraz Island. (See Chapter I of the Appraisal 
Handbook) . 


(4) A general description of administrative policy and procedures 
for determining which, if any, appraisals will be accomplished by the 
staff and which by someone other than a staff appraiser either by con= 
tract or otherwise for each of the departments and agencies listed 
above. 


A detailed statement is set forth in the appraisal handbook in Chapter 4, 
"Procedures". 


(5) A general deacription of how nonstaff appraisers are selected 
by each of the departments and agencies involved, including a statement, 
if any, of qualifications prescribed for such selection, whether a list 
is maintained of qualified "outside" appraisers and, if so, the means 
by which an appraiser may be placed on the list, including whether pro- 
cedures exist to permit appraisers to apply therefor. 


See Chapter 3 of the Appraisal Handbook, "Register of Available Appraisers" 
and Chapter 4, "Procedures". 


At the present time, we have approximately 2,500 appraisers on our 
register. We wish to point out, however, that membership on our 
Register does not indicate any indorsement by us as it is not possible 
to really know the type of work which the appraiser does until we have 
used him for a particular job or jobs. 
‘ : 

(6) A general statement as to whether the departments and agencies 

involved utilize different practices, procedures, or policies concerning 
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any of the above factors relative to different categories of land and 
land transactions under their jurisdiction and specifically whether 
the same procedures apply to (a) acquisitions, exchanges, or disposals; 
and (b) the valuation for any purpose of federally owned property or 
interest therein as compared with valuation of other publicly owned 

or privately owned property and interest therein. 


All appraisals, whether for site acquisition, leasing, or Cisposal, 
are made on the basis of accepted appraisal techniques for the cype 
of property involved. 


(7) For each department and agency involved, the number of staff 
appraisers employed; a brief discussion of the grade structure, includ- 
ing the grade and salary as of January 1, 1969, of the highest appraisal 
official in each department and agency, the lowest grade and salary for 
an appraiser, and for either calendar year 1968 or fiscal year 1968, the 
average grade and salary, and the total cost of staff appraisal person- 
nel; and for that same year, the maximum pay for an "outside" appraisal, 
the average fee paid for nonstaff appraisals; and the total paid for non- 
staff appraisals. 


We have 51 staff appraisers located across the country, in our Central 
Office and in our 10 regional offices. Six staff appraisers, including 
one trainee, are in the Central Office. Seven staff appraisers, includ- 
ing one trainee are in our Region 2 office located in New York City 
which is the largest regional office. Two staff appraisers are in 
Region 8, in Denver, Colorado, that being our smallest office. The 
highest grade for appraisers is GS-15 which is assigned to the Director 
of the Appraisal Staff, whose salary is $22,416. The lowest grade is a 
trainee, Grade GS-7, whose salary is $6,981. Central Office is headed 
by one GS-15 and three GS-14s. Six regions are headed by a GS-14 and 
two GS-13s, and four offices are headed by a GS-13 and two possible 
GS-12s. 


Based on the current pay scale, the total annual salaries paid to our 
appraisal staff, exclusive of secretaries, is $724,679. Please be ad- 
vised that of the total of 51 appraisers shown above, 39 are grade 
GS-12 or higher. The salaries of the 22 secretaries and clerk stenog- 
raphers would add $137,202 to the above amount. 


In fiscal year 1968 the maximum paid for an outside appraisal was 
$28,500. The total amount paid for non-staff appraisals was $638,107. 
We do not believe that any average fee would be meaningful because of 
the complexity of the type of appraisals done by GSA. 
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(8) The number of appraisals prepared by or for each of the depart- 
ments and agencies involved during each of the last three years broken 
down to show the types of appraisals involved, the kinds of lands ap- 
praised, the number accomplished by staff appraisers by “outside” ap- 
praisers, and the range or magnitude of values involved in appraisals. 


On the Acquisition side of the ledger, which includes Site Acquisition, 
Site Selection, Space Requirements, and Leasing, GSA accomplished 963 
&ppraisals in fiscal year 1908. Of this number, 99 were by contract, 
-693 by appraisul staff personnel, and 171 by realty officers. This . 
latter category involves leasing appraisals where the annual rental does 
net exceed $15,000. Most of the contract appraisals were in connection 
with Site Acquisition and most of the staff appraisals were in connec- 
tion with leasing activities. The actual break down is as follows: 


Site Acquisition - 104 
Contract 66 
Staff 38 
Site Management - 48 
Contract 4 
Staff 44 
Site Selection 18 
Staff 18 
Site Requirements “=~ 25 
Contract 3 
Staff 22 
Lease Acquisition - 768 
Contract 26 
Staff 571 
Realty 
Officers 171 


In the disposal operation for FY 1968 there was a total of 510 appraisals: 
made, 196 by contract and 314 by staff. Of the 196 contract appraisals, 

185 were for actual disposal purposes, 2 were for out-leasing, and 9 for 
other general purposes, Of the 314 staff appraisals, 242 were for disposal, 
3 for insurable value, 32 for partial release of mortgage, 8 for out- 
leasing, and 29 for other general purposes. 


The appraisals covered both city property and rural property zoned residen- 


tial, commercial, and industrial. Most of the property was improved as GSA 
deals very little in strictly vacant land. 
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As far as the range in values is concerned, it was from a few thousand 
dollars to as high as approximately $25,000,000. 


Prior to FY 1968 the appraisal functions of PBS and UDS were separate. 
However, we are enclosing copies of compilations prepared by the respec- 
tive staffs which include substantially the same information we are 
furnishing for FY 1968 as you requested. 


(9) For each department and agency involved for fiscal year 1968, 
a description of the magnitude of values covered by all appraisals, 
including, where available, total cost of acquisition and receipts from 
disposition of properties for which appraisals were made. 


For fiscal year 1968, the total valuation of all acquisition appraisals 
in the categories outlined above in No. 8 was $408,323,628 - 


Contract $ 67,660,928 
Staff $ 335,359,258 
Realty 

Officers $ 5,303,442 


For disposal properties, the total appraised values were $338,115,572 
covered in the categories outlined in No. 8 above which breaks down 
into 


Contract $ 219,238, 740 
Staff $ 118,876, 832 


There is no relationship between these values and the value of properties 
sold, as these values include exchanges, donations, withdrawals from 
surplus, transfers to other Federal Agencies, etc. The total cost of 
Acquisition for fiscal year 1968 was $11,832,628 through purchase and 
the total receipts from the disposition of properties by sale was 
$77,953, 700. 


FY 1968 Gost and Value of Parcels Acquired No. Acquired 


1. Direct purchase of $ 5,158,575 169 


private property. 


2. Condemnation of $ 6,674,053 100 


private property. Total Cost $11,832,628 


3. Exchange of surplus $ 2,354,154* 12 
Government-owned property 
for needed sites. 
4, Property transferred to $ 1,414, 400** 2 
GSA from other agencies. 
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* Appraised fair market value of property acquired by exchange. 
**Appraised fair market value of property acquired by transfer. 


(10) For each department and agency involved, a description of 
the magnitude of value, if any, involved in transactions for which no 
appraisals were made. 


No appraisals are required on Government-owned properties to be offered 
for sale or lease on a competitive basis where the estimated Fair Market 
Value is $19,000 or less and aiso in the case of In-Leases where the 
unserviced rent is $2,000 or less per anaun. 


The number of cases, for both acquisition and disposal which fall into 
the above categories is minimal to the number of cases requiring 
appraisals, 


There were no acquisition transactions in FY 68 for which appraisals 
were not made, 


(11) For each department and agency involved, a general discussion 
of the relationship between appraised values and acquisition cost or 
price received for sale or lease with a few examples of instances where 
there was a wide variance between the appraisal and either the cost or 
receipts. 


In the case of acquisition cost vs. appraised fair market value, 
negotiators are allowed to pay up to 10% above the AFMV. Settlements 
above this figure usually are made by Justice before or after the 
filing of the Declaration of Taking. These settlements average 
approximately 18% to 20% above the AFMV. Any wide variance usually 
results from jury actions where the trial is several years after the 
filing of the Declaration of Taking. 


In the case of disposal, the amount obtained of $77,953,700 was 108% 
of the appraised fair market value of $72,083,600. 


One case of wide variance was that of the Vicorp Power and Water Dis- 
tillation system where the G.A.0O. took exception to our values because 
they felt the Virgin Islands Government should pay the book value of 

the property, This resulted in a sale in the amount of $9,500,000 
compared with a well justified contract appraisal of $6,500,000 by an 
outstanding firm of engineers. Wide variances also occurred in the sale 
of NIKE Sites, where, for example, the selling price in three Georgia 
cases was approximately three times the AFMV. Appraisals of such 
properties really represent an extremely hard task for the appraiser 

as comparable sales in the area are usually non-existent and the pulse 


“D-114 


of the market is "hard to take". Another example was in connection 

with the sale of various parts of the Naval Ammunition Depot at Hastings, 
Nebraska, where the interest of the town plus unusual interest by 
farmers in the agricultural land brought approximately 20% above the 
AFMV based on excellent previous comparable sales. 


Generally, the judgments on condemnation parcels average 18% to 20% above 
the appraised fair market value. An exception to this was a case in 
Lubbeck, Texas, involving the condemnation of 25 parcels for a Courthouse 
and Federal Office Building site. In that case the avarés averaged 29.6% 
above the appraised value. 


(12) Statement from each of the departments and agencies involved 
identifying the statutes and regulations, which in the opinion of the 
departments and agencies, require that a determination of value be 
made either by appraisal or otherwise. 


The use of appraisals by GSA in carrying out its responsibilities under 
the Federal Property and Administrative Services Act of 1949, 63 Stat. 

377, as amended, and the Public Buildings Act of 1959, 73 Stat. 479, as 
amended, is necessary to provide an economical and efficient system for 
the acquisition of property, utilization of available property and the 

disposal of surplus property. 


The Fifth Amendment to the Constitution of the United States provides 
that private property shall not be taken without just compensation to 
the ewner. As a means of arriving at a value which represents the 
Government's estimate of just compensation, a valuation of any property 
to be acquired is made by appraising it. 


Evidence that Congress intended GSA to use appraisals is deduced from 
the limitation Congress has placed on the amount which may be obligated 
to pay the direct expenses incurred for the utilization of excess 
property and the disposal of surplus property for fees of appraisers, 
auctioneers, and realty brokers in section 204(b) of the Property Act, 


supra. 
Additionally, the Property Act uses the terms "fair value," "fair market 


value" and "fair rental value." It is a commonly accepted business 
practice. to use appraisals as a basis for arriving at these values, and 


similarily GSA uses appraisals in the conduct of its property transactions. 


It has been determined that contracts for employment of appraisers are 
contracts for personal services and/or services of experts and consultants 


and may be negotiated pursuant to the authority contained in sections 208(b) 


and 302(c)(4) of the Property Act, supra. 
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ppraisals are used in conjunction with actions taken by GSA under th 
e 
following statutes which are listed in chronological order: 


I. Act of August 26, 1935, 74 Stat. 


(40 U.S.C. 345c). 2035785, amended 


II. Surplus Property Act of 1944, 58 Stat. 770 


(50 U.S.C. App. 1622(d) and (h)). > as amended 


Ili. Act of June 16, 1549 


as add 
(40 U.S.C. 356a(b)). ed July 12, 1955, 69 Stat. 297 


IV. pee epee ptetepyr tit Services Act of 1949 
F >» 4s amended (40 U.S.C. 483(a), 484 ; 
(H), 490(a)(12) and (13), 490(c), and iG aye ee os 


V. Public Buildings Act of 1959 
73 Stat. 4 
(dots 8i02 760d. “0s Cayeake ee 79, as amended 


Act of October 23, 1962, 76 Stat. 1129 (40 U.S.C. 319) 
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Vb re ‘ 
VETERANS ADMINISTRATION ) 
ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


WASHINGTON, D.C. 20420 


JUL 14 BES 


YOUR FILE REFERENCE: 


IN REPLY REFER TO: 08 


Mr. Milton A. Pearl, Director 
Public Land Law Review Commission 
1730 K Street, N.W. 

Washington, D.C. 20006 


Dear Mr. Pearl: 


The Veterans Administration Program for acquisition 
of lands for public use is primarily for hospital and ancil- ; 
lary facilities. This program is organizationally placed ) 
in the Real Estate Staff under the Office of Construction, 
which reports directly to the Office of the Administrator. 


No staff appraisers are employed for this program. 
Fee appraisers are used in all cases where it is necessary 
to establish values. Selection of appraisers is made from 
the roster of Members, American Institute of Real Estate 
Appraisers, published in the Appraisal Journal. We consult 
with the Department of Justice on the appraisers selected 
before a contract is negotiated. 


No fee appraisers for land acquisition have been 
used by this agency in the past three years. All of our 
acquisitions during this period have been donations. We | 
do not make appraisals of excess real property as all of 
our disposals are handled by the General Services Adminis- 
tration pursuant to the provisions of the Federal Property 
and Administrative Services Act of 1949. 


There is no statute or regulation which, in the 
opinion of this mey, requires that we make a determination 
of value by aprirat BAT or otherwise. However, in all 
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Mr. Milton A. Pearl 
Public Land Law Review Commission 


Washington, WA): 


information is then 
resort to condemnation. 


It is hoped that the ee 
be useful in connection with your peanren arom eee 


Sincerely, 


In the ee MILLER 


Acting Assistant Administrator 
for Construction 
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NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Information Requested by 
Public Land Law Review Commission y 
(in letter dated June 6, 1969) 


A general description of organizational placement of those 
performing the appraisal function in each of the following 
departments and agencies, together with a brief statement of 
how the appraisal function is administratively performed and 
supervised, including procedures for review of appraisals. 


The National Aeronautics and Space Administration has generally 
completed the various large land acquisitions necessary for it 

to become operational following its establishment by the National 
Aeronautics and Space Act of 1958, as amended, Representative 
examples of these large acquisitions are the Kennedy Space Center 
and the Mississippi Test Facility. The real estate required for 
these installations was acquired by the Corps of Engineers, U.S. 
Army, acting as agent for NASA, Although NASA has authority to 
acquire land on its own behalf, after obtaining appropriate 
Congressional authorization, the occasions when this has been 
done have been very few. Accordingly, NASA does not retain real 
estate appraisers as members of its staff. In the event real 
estate appraisals and reviews are required, NASA would obtain 
such services from other Federal agencies staffed to provide this 
service, or from private sources through contract. Appraisals are 
made and reviewed at center director level, with monitorship 
exercised by program directors, institutional directors, and the ) 
Director of Facilities at the Headquarters level. 


A general description of qualifications for staff appraisers, 
including reviewing appraisers, and how they are chosen and 
trained by each of the departments and agencies listed above. 


Not applicable. 


A general description of the purposes for which appraisals have 
been made by each of the above-listed agencies during the past 
three years, including a general characterization of the type of 
lands, resources, buildings, and other improvements appraised. 


Appraisals have been made in an effort to estimate the fair market 
value of land to be acquired, the fair market of rented structures 
on the date of the lease, and the fair rental value of structures 
to be leased. Lands appraised were generally rural agricultural and 
residential properties. Buildings appraised were commercial 
structures. 
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A general description of administrative policy and procedures for 
determining which, if any, appraisals will be accomplished by the 
staff and which by someone other than a staff appraiser either by 
contract or otherwise for each of the departments and agencies 
listed above. 


Not applicable. 


A general description of how nonstaff appraisers are selected by 
each of the departments and agencies involved, including a statement, 
if any, of qualifications prescribed for such selection, whether a 
list is maintained of qualified "outside" appraisers and, if so, the 
means by which an appraiser may be placed on the list, including 
whether procedures exist to permit appraisers to apply therefor. 


Local members of recognized appraisal societies are requested to 

submit proposals if interested. The U.S. Attorney and other Federal 
agencies are consulted as to the qualifications of those appraisers 
who are interested. Experience, professional skill, and specialization 
of each appraiser is matched against type of service needed for instant 
project. Negotiations are conducted with foremost contenders and 
selection is made based on all qualifications. No statement or list 

is maintained as NASA requirements are not frequent enough to so 
warrant, Any appraiser may apply for consideration. NASA proposed 
acquisitions are usually highlighted in the local press. 


A general statement as to whether the departments and agencies involved 
utilize different practices, procedures, or policies concerning any of 
the above factors relative to different categories of land and land 
transactions under their jurisdiction and specifically whether the 

same procedures apply to (a) acquisitions, exchanges, or disposals; 

and (b) the valuation for any purpose of federally-owned property or 
interest therein as compared with valuation of other publicly—owned 

or privately-owned property and interest therein. 


NASA needs for appraisers are neither frequent nor concentrated 
geographically. Procedures are not refined sufficiently to give a 
substantive answer to this question. 


For each department and agency involved, the number of staff appraisers 
employed; a brief discussion of the grade structure, including the 
grade and salary as of January 1, 1969, of the highest appraisal 
official in each department and agency, the lowest grade and salary 
for an appraiser, and for either calendar year 1968 or fiscal year 
1968, the average grade and salary, and the total cost of staff 
appraisal personnel; and for that same year, the maximum pay for an 
Noutside" appraisal, the average fee id for nonstaff appraisals; 

and the total paid for nonstaff appraisals. 
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No staff appraisers are maintained. In 1968 NASA contracted with 
three appraisers for appraisals of 57 separate tracts of land which 
were under consideration for acquisition for buffer zone use at the 
Plum Brook Station near Sandusky, Ohio. Negotiations concluded with 
the payment of the following fees to the three appraisers for the 
appraisal by each of all 57 tracts: $12,325.00, $10,800.00, and 
$9,200.00. In about 20 tracts, it was necessary to appraise each 
tract once in its entirety and again exclusive of a 300 foot strip 
of frontage along State Route 250. Additionaliy, it was necessary 
for each of the three appraisers to establish a value for each tract 
subject to the reservation of a five year estate in the grantor. 
Compensation for the appraisals was not negotiated on a "per tract! 
basis. Therefore, no figures are included for the maximum pay for 
an "outside" appraisal. The average fee per nonstaff appraisal is 
($12,325 + $10,800 + $9,200) $32,325 + 171 (3 x 57) = $190 (rounded 
off). The total paid for nonstaff appraisals was $32,325. (Not all 
appraisals were contracted for and were due in 1968; some few were 
tardy and were received in 1969). 


The number of appraisals prepared by or for each of the departments 


and agencies involved during each of the last three years broken down 
to show the types of appraisals involved, the kinds of lands appraised, 
the number accomplished by staff appraisers, by "outside" appraisers, 


and the range or magnitude of values involved in appraisals. 


For the most part, appraisals in the last three years (i.e. 1966, 1967, 
1968) amounted to those in support of the Plum Brook acquisition dis- 


cussed above. The gross appraised values of this land varied from 
about $3.4 to $2.2 million. 


For each department and agency involved for fiscal year 1968, a 
description of the magnitude of values covered by all appraisals, 
including, where available, total cost of acquisition and receipts 
from disposition of properties for which appraisals were made. 


The 1968 NASA appraisals generally all pertain to the Plum Brook 
property. The magnitude of values covered by these appraisals was 
$3,022,123.00. This figure represents the total value of the 57 
tracts as determined by the median appraisal (middle of the three 
appraisals), Since acquisition is not completed, total cost of 
acquisition is not yet available. However, as indicated above, NASA 
does not now intend to acquire the total properties appraised. No 
appraisals were conducted in support of disposals. 


For each department and agency involved, a description of the 
magnitude of value, if any, involved in transactions for which no 


appraisals were made. 


There is no information available on transactions, if any, for which 
no appraisals were made, 
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For each department and agency involved, a general discussion of 
the relationship between appraised values and acquisition cost or 
price received for sale or lease with a few examples of instances 
where there was a wide variance between the appraisal and either 
the cost or receipts. 


At this writing only about ten of the Plum Brook tracts have been 
acquired. The Government's offer has been based upon an analysis 

of the three appraisals acquired for each tract with the most re- 
presentative appraisal being used regardless of whether it was the 
high, low, or in-between appraisal. Actual purchese prices arrived 
at through negotiations in some cases exceeded the offered price by 
a relatively small percentage. There were no instances, however, 
where there was a wide variation between the appraisal and the price 
paid. No price paid was higher than the highest of the three 
appraisals. 


Statement from each of the departments and agencies involved 
identifying the statutes and regulations which, in the opinion 
of the departments and agencies, require that a determination of 
value be made either by appraisal or otherwise. 


There are no statutes specifically referring to NASA which pertain 
to determinations of value. NASA, at this time, has no published 
regulations on the subject, although a proposed real estate manual, 
now in preparation, will cover this subject. NASA, in its 
acquisitions, has followed a policy of attempting to purchase 

real property at fair market value. 
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OFFICE OF THE COMMISSIONER 
UNITED STATES SECTION 


VIA AIR MAIL 


INTERNATIONAL BOUNDARY AND WATER COMMISSION 
UNITED STATES AND MEXICO 


818 SOUTHWEST CENTER 
300 MAIN DRIVE 
EL Paso, Texas 79950 


MAILING ADDRESS: 
P. O. BOX 1859 


Mr. Milton A. Pearl JUL 23 1969 


Director, Public Land Law Review Commission 
1730 K Street, N. W. 
Washington, D. C. 20006 


Dear Mr. Pearl: 


We are pleased to respond to your letter of June 6, 1969, and to assist 
you insofar as we are able in the assigned mission of your Commission. 


The primary function of this Section of the International Boundary and 

Water Commission is to represent the interests of the United States in 

its international relations with Mexico concerning boundary problems in 
the fields of flood control, river stabilization, the control and dis- 

tribution of waters of the boundary water courses, and sanitation. 


Most of our projects are authorized with requirement for donation of 
rights-of-way as local contribution for the benefits derived from the 
projects. Under these circumstances, we do not concern ourselves with 
the values of the properties. 


In the last 10 years we have had two projects for which we a i 

by statute to acquire lands and fe ee: The first of Ae ceias 
the Amistad International Dam and Reservoir on the Rio Grande near Del 
Rio, Texas, and the second was the Chamizal Project in El Paso, Texas 

We have three small tracts remaining to be acquired on the Amistad inter~ 
national Dam and Reservoir Project. The acquisitions to carry out the 
Chamizal Project have been completed. : 


eee ycltes to en specific requests for information by using the 
numbered paragraphs as those in Section 3 
aon eamhetece: ion 3 of the Study Plan furnished 


(1) We do not have an Appraisal Section in our permanent organization 
In the event we have a project wherein it becomes necessary to ; 
utilize appraisers, an Appraisal Section will be set up within 
the project organization. This Appraisal Section will be phased 
out at the end of the project. On the Amistad Project we em- 
ployed a staff appraiser, as well as fee appraisers, The staff 
appraiser also assisted in the negotiations. The acquisition 
was supervised by the Project Attorney aad our General Counsel. 
The appraisals were reviewed for consistency by our Realty Officer 
On the Chamizal Project there was an Appraisal Section which ; 
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(2) 


(3) 


(4) 


(5) 


(6) 


consisted of one Supervisory Appraiser and three Review Ap- 
praisers. This section assigned and reviewed all appraisal 
reports of the 26 appraisers under contract with this agency. 
The Project Manager supervised the work of the Appraisal 
Section. 


We employed for staff appraisals and for review appraisals per- 
sons who had at least five or more years of experience in real 
estate appraising. Those employed were chosen on the basis of 
their qualifications and experience in the real estate apprais- 
ing field. One of the Review Appraisers was an M.A.L. Because 
all of those employed had many years of experience and were 
eminently qualified, we did not feel that there was need for 
additional training. 


The purposes for which all of our appraisals were made were to 
determine the fair market value of the lands and property in- 
terests to be acquired for the project, either by negotiated 
purchase or by condemnation. For the Amistad Project the land 
was mostly ranch grazing lands. The properties required for 

the Chamizal Project were located just south of downtown El Paso 
and consisted of 854 parcels, including single-family dwellings, 
large tenement apartment buildings, small and large commercial 
properties, and large industrial complexes including a meat 
packing plant, molasses plants, and moulding mills. 


It is and has been the policy of this agency to require at 

least two appraisals of each property. On the Chamizal Project 
all of the appraisals were made by fee appraisers, under contract 
with this agency. The Amistad Project appraisals were obtained 
from fee appraisers and from our staff appraiser. Our purpose 

in obtaining multiple appraisals on each parcel was to assure 
ourselves that we were negotiating with the landowner on the 
best established fair market value for the estate required. 


The non-staff appraisers were selected on the basis of their 
qualifications and experience. We do not maintain a list of 
appraisers as such, but our records reflect those with whom we 
have had prior contracts. In our search for the best qualified 
appraisers, we requested and obtained recommendations from other 
government agencies, officers of appraisal organizations, local 
banking and insurance officials, and consultants and counselors 
under contract with this agency. The consultants and counselors 
are ali M.A.1. who have distinguished themselves in the field 

of real estate appraising. 


Our requirement for appraisals is generally confined to those 
needed to establish fair market value of the property right to 
be acquired for a project. On those occasions where we do re- 
quire an appraisal of a property to be disposed of, we use one 
or more fee appraisers. We have had no occasion to revalue 
federally-owned property under our jurisdiction. 
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(7) 


(8) 


(9) 


Our one staff appraiser on the Amistad Project was Grade GG-13 
on January 1, 1969, with a salary of $14,889. The Appraisal 
Section of the Chamizal Project had completed its work and all 
of the appraisers but one were released by the end of 1966. 

The last Review Appraiser was released in November 1967. During 
the peak period of the Chamizal Project, the Supervisory Ap- 
praiser was Grade GG-13 at a salary of $13,380. The three Review 
Appraisers on the project were Grade GG-12 and their salary was 
$11,306. Grade GG-12 was the lowest grade for an appraiser used 
on either of these projects. For the calendar year 1968, we had 
only the one staff appraiser on the Amistad Project whose grade 
and salary were as stated above during that year. During that 
same year the maximum pay for an "outside" appraisal was $250; 
the average fee paid for non-staff appraisals was approximately 
$165; and the total pay for non-staff appraisals was $1,800. 


(a) July 1, 1966 to June 30, 1967: 


Total Appraisals ------------ Lg 
Commercial 3 Ranch 8 
Residential 2 Outdoor Advertising 1 
Industrial 4 Farm Improvements ul 


All appraisals were to determine fair market value. Four were 
accomplished by the staff appraiser and the remaining 15 by 
“outside” appraisers. The appraisals ranged in value from 
$27,400 to $253,000. 


(b) July 1, 1967 to June 30, 1968: 


Total Appraisals (all ranches) ---------- 30. 


All appraisals were to determine fair market value. Fourteen 
were accomplished by the staff appraiser and the remaining 16 
by “outside” appraisers. The appraisals ranged in value from 
$328 to $227,571. 


(c) July 1, 1968 to June 30, 1969: 


Total Appraisals ------------ 10 


Ranch 6 Commercial 4 


All appraisals were to determine fair market value. Five were 
accomplished by the staff appraiser and 5 by "outside" appraisers. 
The appraisals ranged in value from $420 to $15,269. 


During the fiscal year 1968 our high appraisals on 14 tracts totaled 


$636,944. To acquire those 14 properties appraised during that fiscal 
year, the cost to the Government was $667,074. (The $30,130 increase 
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was due to negotiations with the property owner). We made 
no leases and disposed of no properties during fiscal year 
1968 for which appraisals were required. 


(10) This agency has had no transactions for which no appraisals 
were made. 


(11) Our acquisition costs on the two projects have generally 
been within 27% to 3% of the appraised values. On the Chamizal 
Project we had our only case involving a wide variance. This 
involved a small tract used for a high volume taxi stand. Our 
appraiser reported a vaive of $120,000 for the fee, which amount ° 
was offered for the tract. The landowner could not agree with 
his lessee and it was necessary to file condemnation. At the 
trial the jury awarded $60,000. After the jury verdict, the 
Court ordered the Government to furnish its appraisals to the 
landowner, who later moved for and was granted a new trial, 
which is now pending. 


(12) Authorizing legislation for the Amistad Project was Public 
Law 86-605, approved July 7, 1960. The authority for the 
Chamizal Project was Public Law 88-300, approved April 29, 
1964. Copies of each of these public laws are attached for 
your ready reference. 


Although we consider Section 4, "Legal Study Requirements", in your 

Study Plan to be directed to your contractor, we advise that this agency 
has no separate regulations, manuals, or other published materials as such. 
In our acquisition programs we have endeavored to adopt and follow those 
regulations, policies and practices of other Federal agencies which we 
deem to be most appropriate to our own projects. 


I trust the above information will be helpful to you. If we can furnish 
any other information or be of further assistance to you, please feel 
free to call upon us. : 


Sincerely yougs, 


- F. Friedkin 
Enclosures: Commissioner 
Copies of PL 86-605, July 7, 1960, 


and PL 88-300, April 29, 1964. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE | ) 
WASHINGTON, D.C. 20201 


OFFICE OF THE SECRETARY * c : 
In view of the foregoing, we believe that the information requested 


in Paragraph 3 of the Study Pian is not applicable to this Department. 
Should you or your staff need further information concerning this 
JUL 16 1969 matter, please contact Mr. Carl O. Johnson of my office,Code 13, 
Mr. Milton A. Pearl Extension 33422. 
Director 


Public Land Law Review Commission 
1730 K Street, N. W. 


Washington, D. C. 20006 | Dlr stet lol 


E. G. Huddleston, Jr. 
Acting Director of General. Services 


Sincerely yours, 


Dear Mr. Pearl: 


This is in response to your letter of June 6, 1969, to Dr. William H. 
Stewart, Surgeon General of the Public Health Service, requesting 
information in connection with your study plan of Appraisal Tech- 
niques and Procedures Utilized in Connection with Actions Related 
to Federal Public Lands. 


By way of background information, the General Services Administration ) 
) acts as our agent in all matters relating to the acquisition and disposal 

of land, including the making of staff appraisals and contracting for 

appraisal services. Most of the lands needed for new programs of 

the Department are acquired by donation or by transfer of excess land 

from other Federal agencies. Neither of these types of acquisitions 

require the services of an appraisor. 


In addition, there are no appraisors employed by this Department. 
The GSA has made several staff and contract appraisals in our behalf 
during the past several years, but only in connection with leased 
facilities. 


On one occasion 13.8 acres adjacent to the National Institutes of 

Health Animal Center in Poolesville, Maryland, was acquired by | 
condemnation proceedings. The services of an appraisor were required | 
but the action was handled through the Land Division, General Services 
Administration. They engaged an independent, impartial Real Estate 
Consultant te furnish the needed information. 
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GENERAL COUNSEL OF THE DEPARTMENT OF COMMERCE 
WASHINGTON, D.C. 20230 


July 1, 1969 


Mr. Milton A. Pearl, Director 
Public Land Law Review Commission 
1730 K Street, N.W. 

Washington, D. C. 20006 


Res Stu of raisal Techniques 


Dear Mr. Pearls: 


Your letter of June 6, with Study Plan attached, has been 
referred to my office. 


While we should like to be of assistance in your project, 
the experience of this Department with reference to use 

of appraisers in acquisitions of land has been so meager 
that I doubt we can contribute any meaningful information. 
Our general practice has been to have the General Services 
Administration take care of any acquisitions of land, andTf 
am sure that GSA can give you the answers in this respect. 
We have no staff appraisers. 


In some exceptional cases, this Department has initiated 
condemnation proceedings through the Department of Justice, 
under general authority of 40 U.S.C. 255. These involved 
our Environmental Science Services Administration (ESSA), 
which has had some small property acquisitions for meteoro- 
logical facilities. In most instances, appraisals are 
waived. For your further information there is attached a 
copy of explanatory memorandum from ESSA's staff attorney. 


As for easements, we have issued some under the general 
easement law (40 USC 319-319c) and under the utilities ease- 
ment law (43 USC 961) but these were issued without charge, 
so no appraisals were necessary. 


If, after reviewing our response, you desire further informa- 


tion, please let me know. 


Bernard A. Stol 
Assistant General Counsel 
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DO aR aN are beds Seda as Ge a oe 


Assistant General Counsel for Administration 
In reply refer to: Ax3 


Staff Attorney, ESSA 


Real Property Appraisals 


I have reviewed the real property acquisitions back through 1966 
and note that there have been some 14 acquisitions by purchase, 
condemnation or transfer. Our records reflect that there were 4 
private appraisals and at least 1 GSA appraisal in those transfers. 
The three appraisals which were obtained cost $425, $525 and $625 
respectively. In most of our acquisitions we request and obtain 
waiver of the requirement for an appraisal from the Attorney 
General. Where an appraisal is obtained from private sources, 
justification for same is found in the need for a prompt submission. 
At the present time we are utilizing GSA for acquisition of property 
and it is therefore expected that GSA facilities will be utilized 
in future property acquisitions. 


D-130 
BUY U.S. SAVINGS BONDS REGULARLY ON THE PAYROLL SAVINGS PLAN 


° az oo sf ‘ AoE ene ae a = Sar 
ARE th Tee AR 
' 


pate: JUN 26 1469 


FEDERAL COMMUNICATIONS COMMISSION ) Mr. Milton A. Pearl 
WASHINGTON, D.C. 20554 
re negotiations are currently in progress. The property to be 
iui, FS 1849 acquired in or near Belfast, Maine is unimproved and has been 
ie fae ean te Dern pee appraised at $18,000. The appraiser's fee in this case was 
3400 $475. 
Sincerely yours, 
Mr. Milton A. Pearl 
Director 
Public Land Law Review Commission : a 
1730 K Street, N.W. Chairman 


Washington, D. C. 20006 
Dear Mr. Pearl: 


This is in reply to your letter of June 6, 1969, concerning 
appraisal techniques and procedures used in connection with 
actions related to Federal Public Lands. 


Because of the relatively infrequent acquisition of real property 

by this Commission, we do not have an appraisal staff. When the 

services of an appraiser are required, it has been our practice to ) 
communicate with the U.S. Attorney of the District wherein the 

property to be acquired is situated; and obtain his recommendation 

of a qualified professional appraiser. Our experience with this 

practice has been wholly satisfactory. 


Within the past 3 years this Commission has required the services 
of an appraiser only once. This single occasion involved the 
acquisition of property near Belfast, Maine; and negotiations for 
the subject property are currently in progress. Some 131 acres 

are to be acquired for purposes of establishing a radio monitoring 
station. When the requirement for the establishment of this 

station became evident, and our engineers had completed their search 
for suitable locations, and settled tentatively on a particular 
location, the United States Attorney in Portland, Maine was asked 

to furnish the name or names of qualified appraisers. The U.S. 
Attorney did furnish us with the name of an appraiser who was subse- 
quently retained. An appraisal was made and a written report thereon 
submitted. This Appraisal Report was then forwarded to the U.S. 
Department of Justice, Land and Natural Resources Division, for their 
review and comment. Following their review and approval, negotia- 
tions with the owner of the subject property commenced. These 
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TENNESSE VALLEY AUTHORITY 


Comments on Section 3, Background Factual 
Data, of the "Study Plan, Appraisal Techni- 
ques and Procedures Utilized in Connection 
with Actions Related to Federal Public 
lands," attached to Mr. Pearl's June 6 
letter to Mr. Wagner. The numerical refer- 
ences used here relate to the corresponding 
subsections of the study plan. 


The Land Branch, Division of Property and Supply, formulates, recom- 
mends, administers, and evaluates policies relating to the acquisition, 
transfer, and disposal of real property. The Land Branch operates 
under the general direction of the Director of Property and Supply 

who in turn reports directly to the General Manager. The Land Branch 
is supervised by the Chief of the Land Branch and is on the same 
organizationai level as the Maps and Surveys Branch and the Project 
Planning Branch of the Division of Water Control Planning and the 
Construction Services Branch of the Division of Construction. The 
branch consists basically of the Appraisal, Buying, and Title Sections, 
and Administrative Services Unit, supplemented as required by program 
needs by a suitable number of district offices, each in charge of a 
district manager who is responsible to the Chief, Iand Branch. (See 
exhibits A and B attached.) 


The Appraisal Section operates under the technical or functional : 
Supervision of the Supervisor of Appraisals who has direct responsi- 
bility for assigning appraisers to specific projects, maintaining 
qualitative control over all appraisal work, and releasing appraisals 
in sufficient quantities to meet all land acquisition schedules. The 
section is charged with responsibility for establishing the price of 
all real estate acauired by or sold by TVA with the exception of coal 
jands, phosphate lands, quarries, tracts needed for special program 
studies and experiments, and similar special acquisitions which 
require unusual negotiations. The appraisal staff includes an ) 
Assistant Supervisor of Appraisals, a Supervisor of Appraisal Services 
for power properties, a Supervisor of Appraisal Services in each 
district office, and a complement of reviewing appraisers and field 
appraisers. TVA appraisal procedures provide for the review of each 
appraisal report prepared by a field appraiser and constant review 


by supervisory employees who are responsible for maintaining consistent 


price levels and appropriate qualitative levels of appraisal work. 


All TVA appraisers are selected on the basis of their general 
educational and professional qualifications including prescribed 
physical requirements and the ability to establish and eee 
excellent relationships with property owners affected by TVA s 
programs. Most staff appraisers, including reviewing appraisers, 


have degrees in agriculture, economics, engineering, or real estate. 
In brief, TVA places stress upon integrity, initiative, alertness, 
competence, and the ability to get along with people. 


Because of the shortage of competent, professional appraisers, TVA 
has devised an appraiser training program designed to develop young 
college graduates into competent staff appraisers. Generally, 
reviewing appraisers and Supervising appraisers are Fromoted from 
the ranks. The appraiser training program (see exhibit C) requires 
approximately one full year, and after the trainee is considered 
sufficiently competent to undertake appraisal work on his own, his 
reports are subject to close scrutiny and review. Reviewing appraisers 
generally serve from two to five years as staff appraisers before 
assuming review responsibilities. 


During the past three years, TVA's appraisal staff has made appraisals 
for the purpose of acquiring land for three reservoirs, the Land 
Between the lakes recreational area, substation sites and nuclear 
power generating sites for the power program, a large pump- storage 
reservoir site, transmission line right of way easements, and a 
variety of miscellaneous land rights required for TVA's programs. 


Some 75 to 80 percent of the land and land rights appraised involved 
agricultural and timber land. Rural nonfarm, suburban, and urban 
dands suitable for residential, commercial, and industrial develop- 
ment comprised the remainder. 


TVA acquires interests in real property to the extent necessary to 
Serve program and project requirements. In acquiring interests in 
real property in the name of the United States, TVA applies procedures 
and controls which protect it in payment of funds, insure fair treat- 
ment of all sellers without individual concession or discrimination, 
and provide full records for accountability for such interests. TVA 
exercises its right of eminent domain only when owners refuse to 

sell after full discussion with them of the bases of TVA's offer and 
the necessity for condemnation, or to clear title (from TVA Code 

V ACQUISITION, January 18, 1966, see Exhibit D attached). 


TVA believes this general policy is best served by the employment of 
its own appraisal staff. When condemnation, the invocation of the 
right of eminent domain, becomes necessary, TVA obtains the services 
of outside lay witnesses and appraisal experts who independently 
inspect and appraise the property. This procedure is followed in 
every case before the TVA Board of Directors approves a condemnation 
action. 


Nonstaff appraisers are generally selected by TVA's appraisal staff 
on the basis of their professional and ethical reputation in the 
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community. Professional designations are given full consideration 
but do not outweigh general qualifications and credentials. TVA 
staff appraisers compile a ready reference list of witnesses and 
appraisers by locality as a matter of convenience. This list is 
reviewed at least once each year and revised by appropriate additions 
and deletions. Additions result from the discovery of additional 
appraisers or lay witnesses in the many localities throughout TVA's 
seven-state power service area. Deletions result from death, 
reluctance to participate in court action, and a demonstrated lack of 
qualifications or competence. The list is maintained for reference 
purposes only and has no official standing as a registry of appraisers 
or expert witnesses. It serves as a guide for TVA staff appraisers 
and attorneys who participate in condemnation work. 


When appraisers or witnesses offer their services, orally or in 
writing, they are interviewed by members of TVA appraisal staff and 
given an opportunity to demonstrate their competence at the next 
convenient opportunity. 


TVA uses the same basic appraisal policies and procedures in 
appraising all land and rights in land needed for TVA program and = 
projects and all surplus land earmarked for disposal. The TVA Act 
has no provision for exchange of land. 


These basic policies and procedures are designed to establish levels 
of compensation that permit affected property owners to relocate when 
necessary and reestablish themselves without economic loss. 


In appraising coal lands, phosphate lands, quarries, and other 
special-purpose properties, TVA relies upon evaluations by geologists, 
engineers and other technical specialists. 


Thirty-two staff appraisers, including the Supervisor of Appraisals 
and Assistant Supervisor of Appraisals, were on TVA's payroll as of 
June 1, 1969. 


Staff appraiser grades range from TVA grade SA-2, with a starting 
annual salary of $8,225 to the Supervisor of Appraisals at TVA 
management grade 6, step 3, with an annual salary of $19,725, as of 
January 1, 1969. The lowest grade and salary for an appraiser on 
January 1, 1969, was grade SA-2, step 2, at $8,640 a year. At June l, 
1969, the appraisal staff consisted of the following: 


Number Appraisers TVA Grade Salary Range 
6 SA-2 $ 8,225 - $10,425 
12 SA-3 9,440 - 12,h10 
uf SA-4 10,970 - 14,700 
3 M-4 “11,975 - 16,450 
3 M-5 15,529 = 18,325 
1 M-6 18,325 - 20,425 


(8) 


During fiscal year 1968, appraisal grades averaged SA-3, step h, 
with an average annual salary of $10,000, and combined salaries of 
staff appraisal personnel totaled $330,000 exclusive of the cost of 
travel, per diem, and employee benefits. During the same period, 
the maximum fee paid for an "outside" appraisal was $2,800, the 
average fee for nonstaff appraisals was $342, and the total paid in 
nonstaff appraisal fees was $95,000. 


TVA appraisal work during the past three fiscal years fell into 
two major categories: (a) appraisal of lands to be acquired in fee 
simple for reservoirs and Iand Between the fakes, and (b) appraisal 
of easements for transmission line right of way. Other relatively 
minor, but important, phases of TVA appraisal work include appraisal 
of substation sites to be acquired in fee and various easements for 
roads, railroads, pipelines, and other purposes. The following table 
showing tracts acquired for the past three fiscal years indicates the 
magnitude of the two major categories of TVA appraisal work. The 
tables do not include various miscellaneous land rights that also 
required appraisal. Each tract was appraised by TVA's appraisal 
staff, and some (as indicated in the second table) were also appraised 
by outside appraisers prior to referral for condemnation. 
1. Summary of Fee and Transmission 
Line Easement Acquisition 
Fee Acquisition 
FY Tracts Acres Cost 
1967 TU 45,271 $ 9,482,687 
1968 937 52 465 13,563,231 
1969 803 29,870 8,727,260 
Transmission Line Easements 

Tracts —<“«~*t‘«M‘ des Cost, 
1967 1,7h2 koh $ 1,664,117 
1968 2,257 502 2,514,540 
1969 1,787 343 2,668,811 

oo REM) Referred to Division of Iaw 
Fee Acquisition : 

Tracts Acres Cost 
1967 23 2,182 $ 723,628 
1968 128 6,590 1,582,948 
1969 260 9,567 2,699,103 
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Tre 


Transmission Line Fasements 


igs _ Bracts - Miles Cost 

1967 1he 38 $163,049 
1968 : 158 47 243,739 
1969 - 201 47 361,277 


For the purpose of this study, the numberof tracts shown in the 
second table should be multiplied by three to obtain the number of 
appraisals prepared by nonstaff or "outside" appraisers. This is 
based on tke requirement that TVA obtain opinions of value from at 
least three independent "outside" appraisers or lay witnesses before 
recommending condemnation. 


Iand and land rights acquired by TVA during fiscal year 1968 had a 
total value to $23,582,341. Surplus properties sold during fiscal 
year 1968 (30 tracts, 465 acres) brought in a total income of $150,085. 


All these properties were appraised. z 


All properties acquired by or sold by TVA are appraised prior to 
acquisition or sale. 


TVA acquires all land and land rights on the basis of a one-price 
policy. The appraisal staff establishes a firm purchase price, and 
land buyers have no authority to deviate from it. The price is changed 
only when some error is discovered or some item of value overlooked. 
Thus, the appraised price and contract price are identical. The only 
deviations occur when property mst be acquired by condemnation because 
of disagreement over the price offered and the courts award a greater— 
or sometimes lesser--amount. Over the past 36 years, condemnation 

has been necessary to acquire fewer than four percent of the thousands 
of individual properties involved. 


Section 4 (i) of the TVA Act stipulates that the Corporation "shall 
have the power to acquire real estate for construction of dams, 
reservoirs, transmission lines, power houses, and other structures, 
and navigation projects at any point along the Tennessee River, or any 
of its tributaries, and in the event that the owner or owners of such 
property shall fail and refuse to sell to the Corporation at a price 
deemed fair and reasonable by the Board, then the Corporation may 
proceed to exercise the right of eminent domin.. ." 


Under its delegation (TVA Code V ACQUISITION, attached as Exhibit D), 
the Division of Property and Supply appraises, except for phosphate 
and coal lands, and buys all interests in real property needed by 
TVA, except where condemnation is required. The appraisal function, 
in turn, is delegated to the Appraisal Section of the Iand Branch. 
The TVA Board uses these appraisals as the basis for determination of 
"fair and reasonable prices." 
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9322 - APPRAISAL REPORT 


9322.1 Standards, Se 


The appraisal report is a summary of all the factual material, methods 
and techniques which the appraiser used to arrive at his estimate of 


value. 


-ll Arrange the data, anal 
yet complete, logical sequence, 
mental process by which the app 
must convince the reader that t 


ysis and conclusions in a concise, 

This permits the reader to follow the 
raiser reached his conclusions. It 
he value estimate is sound. 


A. Do not include data unless it has a bearing on the final 


value estimate. 


B. Include statements which show how data and tabulation in 


the report affect the value. 


- @. Include statements telling how and why conclusions were 
_ Yeached. 


e12 Sign and date all reports, 


e2 Appraisal Outline. 


e21 Principal Parts. The 
outlined below, 


not applicable. 


Some are mandatory while others may be omitted ii 


parts of an appraisal report are x 


A. Table of Contents. Ina voluminous report, a table of 
contents helps to locate sections. 


B, Problem Definition. 
appraised including: 


Set forth the problem of what is being 


1. Purpose of the appraisal. 
a. Generally, to estimate the fair market value. 


2. Function of the appraisal. 
a. The use to which the appraisal will be put. 


3. Rights being appraised. 
a. Determine with certainty what portion of the "bundle 


of rights" is being appraised. 


At times, an opinion from the 


Regional Solicitor is necessary, especially for appraisal of trespass 
damages 
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4. Limiting conditions, if any. 
5. Assumptions, if any. 
6. Approaches to be used. 


a. If one or wore of the approaches is not used, eet 
forth the reason. 


C. Legal Description. Describe the property in a manner that 
will distinguish it from any other property in existence. 


D._Date of Appraisal. Make the valuation estimate as of a 
specific date. Use judgment in choosing e date unless circumstances 
‘eall for a specific date. ; 


E. Area and Neighborhood Analyses. Consider that the appraisal 
will be read by others who are unfamiliar with the conditions that 
determine the value of the property. Begin the analyses with the 
. broadest scope of the area, funnel down to the neighborhood and lead 


logically into the property analysis. 


1.. The area may take in a portion of a State, the entire 
State or several States. The larger the area necessary to properly 
discuss the appraisal, the greater need to analyze the different 
levels within that area. The various levels of an area and neighbor- 
hood analysis could be as follows: 


i< Several States similar in character such as the Great 
Basin States (area). ; 
b. The State in which the property lies (erea). 
c. The county or watershed drainage (area, possibly 
neighborhood) . 
d. The service ‘area whether it be city or commmnity 
(area or neighborhood). 


2. The Service Center Appraiser as part of his duties will 
continually analyze the market in his area of responsibility. These 
analyses will be made available to the appraisers for use in their 
work. 
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3. Give sufficient information to establish an economic back- 
ground for the subject property and draw a definite conclusion. Anything 
beyond this is superfluous. 


x F. Property Analysis, Include all factors materially affecting 
the value estimate. The following list of factors is not all inclusive 
and some may be covered in the neighborhood analysis: 
1. Location with relation to some prominent landmark. 
a. Include the manner in which the property was identified 
in either the body of the report or by appropriate symbols on the 
location map. 


2. Access - 


a. Physical 
b. Legal 


3. Character 
a. Topography 
b. Vegetation 
ce. Soil 
d. Water 
e. Microclimate 
4. Utilities - 
a. Availability or cost of making-available. 
5% Goods and Services 
a. Shipping facilities 
b. Schools 
ec. Churches 
d. Medical services 


6. Transportation 


a. Services available 
b. Road conditions 
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7. Improvements. 


a. Type 

b. Condition ~ 

c. Age both chronological and effective 

a. Remaining life 

e. Accrued depreciation--physical, functionai and 
economic 


8. Use Analysis. 


a. Tax factors 
b. Existing zoning and changes reasonably probable 


G. Highest and Best Use. Include the reason for choosing 


one use as the highest and best and why other possible uses are 
not. (See "Appraisal of Real Property," handbook supplement to 
Departmental Manual, Part 602, Page 12). 


1. Keep in mind that for this purpose, highest and best 


use is that use which will bring.in the greatest economic return. 


H. Market Data Approach. Compare properties under appraise- 
ment with similar properties recently sold, bearing in mind that 
there are no two identical properties. The essential parts of this 


approach are: 


1. List of comparable sales, offers and listings. Include 
the following information regarding each transaction: 


a. Type of transaction such as warranty deed, sales 
contract, etc. 

b. County recordation data--volume and page 

ce Grantor and grantee 

d. Property description and acreage 

e. Reservations and conditions _ 

£ Date of transaction--the date when the parties 


agreed on the price 
ge Consideration (verified) 
h. Terms 
i. Improvements 
ie Other pertinent factors affecting price 


. Release 
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2. Analysis of Sales. 


a. Prepare a tabulation of the sales analysis in addition 
to, not as a substitute for, the narrative analysis. 


3. Correlation. 
4. Market data approach estimate of value. 
I. Cost Approach. Use only when the value of the improvements 


is at least 10% of the total property value. This does not mean that 
improvements valued at less than 10% of the total will not be valued 


by other approaches. The essential parts of this approach are: 


i Analysis and estimate of the reproduction cost, new, of 
buildings and other improvements. 


2. Analysis and estimate of loss in value from depreciation. 
3. Deduction of depreciation from reproduction cost. 


4. Estimate of bare land value through use of market data 
approach. 


5. Cost approach estimate of value by adding replacement 
cost of improvements less depreciation to value of the bare land. 


J. Income Approach. Make an estimate based on what a buyer 
could afford to pay for property for income purposes, considering all 
other types of investments he could have made and disregarding any 
future appreciation or depreciation of the value of the property in 
question. The essential parts of this approach are: 

1.- Analysis and estimate of gross income, covering: 
a. Volume 
b. Quality 
c. Durability 
2. ‘Analysis and estimate of operating costs. 
3. Estimate of net income--gross income less operating cost. 


4. Selection of the capitalization rate. 


Me ee vi ania leo. we She eat } ie 
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5. Income approach estimate of value by dividing net income 
by capitalization rate. : 


K.. Value Divergence. The three approaches show the necessity 
for considering the appraisal problem from all aspects before making a 
final value estimate. If there is a marked spread of values between 
approaches, check figures for accuracy and epply the test of 


reasorableness. 


1. If the market data approach value does not appear 
reasonable, make further verification and analysis of the basic data. 


2.- If the cost approach is at variance, the depreciation 
factor is most probably wrong. 


3. If the income approach value disagrees with judgment, 
recheck the capitalization rate, rental and net income to the property. 


L. Correlation. State clearly and concisely, which of the 
approaches explored has exerted the greatest influence on conclusions 


of value and why. 


M. Statement of Value. Make a positive declaration of value 
and do not carry out figures beyond two or three significant digits. 


N. Addenda. Addenda include exhibit materials which aid, but 
are not properly a part of, the main body of the report. Refer to 
exhibits in an appropriate part of the report. Examples are: 

1. Location map of sufficient scale to show essential 
features of property being appraised. 

2. Vicinity map showing general locality and location of 
land being appraised and comparable sales used. 


3. Photographs, properly captioned, showing features and . 
improvements that materially affect the value of the land. These z 
may be placed in appropriate places in the body of the report. 


4. Exhibits, charts and graphs used to substantiate trends 
and opinions. . 


5. References and sources of technical data. 
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APPENDIX F 


LAND AND NATURAL RESOURCES , DEPARTMENT 
OF JUSTICE, DIRECTIVE NO. 11-68 
NOVEMBER 22, 1968 


ae 


Sir perinesycursieniweysesoen~ 


LAND AND NATURAL RESOURCES DIVISION 


DIRECTIVE NO, 11-68 


Re: Preparation and Review of Appraisal 
Evidence for Triai - Condemation Cases. 


Competent appraisal evidence with respect to the 
fair market value of land taken for public use, as of the 
date of taking, is essential to the intelligent settlement 
or effective trial of land condemnation cases. Client 
agencies of this Division, having significant financial 
stakes in condemnation awards and settlement agreements, 
are vitally interested in uniform treatment of all land- 
owners throughout each project area and in attainment of 
sound compensation awards; they consequently share a common 
interest with us in the development and review of such ap- 
praisal evidence. They desire to use contract appraisers 
and appraisals in pre-condemnation acquisitions of land, 
acceptable to trial attorneys in the event condemnation 
‘is required, and thereby achieve greater uniformity in 
appraisal standards between those employed by agency ap- 
praisers and those required of witnesses at trial. 


As a result of interagency land acquisition 
conferences, field investigations of United States Attorneys' 
offices and Division experience over the past. few months, 
we have concluded that the interest of the Government may 
suffer in some districts as a result of one or more of the 
following conditions: ; 


1. Appraisals secured by acquiring agencies, 
either by staff or contract appraisers, are inadequate for 
trial use or unsound on appraisal criteria. In such cases, 
time and expense is lost in securing re-appraisals and 
injustices often result to some landowners or to the 
Government from material changes in valuation data part 
way through a land acquisition program. 
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2. Supplemental appraisals, needed to provide 
competent trial evidence, cannot be secured because of 
changes in land characteristics during the lag period 
from the taking to settlement or trial. 


3. Trial or settlement is approached without 
continued availability of such appraisal witnesses as are 
competent and effective for trial use. 


4. Trial attorneys sometimes secure new appraisals 
at figures substantially above those established by agency 
appraisals and use the same in trial without benefit of 
either agency or staff appraisal review. There is no basis 
for assuming that the soundness of an appraisal varies 
directly with the valuation level or that the Government 
has an obligation to use its highest appraisal figure for 
trial or settlement, without regard to the appraisal analysis 
employed, merely because it was supplied under Government 
appraisal contract. 


Client agencies of the Division have occasionally 
complained that: (i) accommodation appraisals are obtained 
in some instances by trial attorneys to support negotiated 
settlement figures, (ii) trial attorneys discredit agency 
appraisals, whether staff or contract, without any sound 
appraisal basis, and discard them as a matter of course 
when higher valuations are suggested, and (iii) the Depart- 
ment of Justice is not utilizing agency and Division review 


capabilities effectively. 


To meet such objections, if they be justified, and 
to provide a vehicle for interchange of data between land 
acquisition agencies and the Department of Justice, the 
following appraisal policy is hereby adopted and its imple- 
mentation directed by land acquisition attorneys in the 
United States Attorneys’ offices and in this Division: 
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1. United States Attorneys should participate, 
whenever requested by client agencies, in the selection 
of agency appraisers and the establishment of appraisal 
criteria to facilitate the use of agency staff or contract 
appraisals at trial; such consultation should be conducted 
whenever practicable at the inception of each land acqui- 
sition prcject. 


2. Promptly after any land acquisition proceeding 
is initiated, and in all events within three months there- 
after, the responsible attorney should review appraisals 
provided by the client agency, require their updating as 
necessary, and determine whether supplemental appraisals 
will be needed for trial. 


3. Where supplemental appraisals are required, 
in such attorney's opinion, prompt arrangements should be 
made for any that are needed to value the property for 
settlement purposes under the legal criteria that control 
the case; and timely arrangements should be made for prepa- 
ration of any supplemental appraisal that will only be 
required in the event of trial. 


4. Whenever two or more appraisals of particular 
property, whether supplied by the agency or obtained by the 
trial attorney, have a valuation spread in excess of 10 per- 


‘cent of the high appraisal figure, the trial attorney shall, 


whenever the exigencies of trial setting permit, submit such 
appraisals for review by the regional or central office of 
the acquiring agency as appropriate, together with a state-_ 


ment of his proposed use of such appraisals in the settlement 


or trial of the subject case. 


5. If the acquiring agency office to which the 
appraisals have been submitted disapproves the valuation 
level of appraisals that are planned for use at trial or 
in connection with settlement negotiations, said appraisals 
and notice of disapproval shall be forwarded to the Chief 
of the Appraisal Section, Land and Natural Resources 
Division, for 
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(a) appraisal review, 


(b) opinion whether either or any said 


appraisals is supported by sound 
criteria, and y sound appraisal 


(c) recommendation whether an addi 
ti 
appraisal should be obtained. id 


6. Whenever an appraisal has been di 
n isapproved 
by Appraisal Section review as above provided, Phentoiey 
attorney shall not proceed to trial or settlement of the 
tract for which said appraisal has been made, unless: 


(a) he determines, in the exercise of his 


best judgment, not to use the disapproved appraisal, 
or 


(b) he secures a new appraisal of the prop- - 
erty by an appraiser who is approved by the Chief a 
of the Appraisal Section, uses appraisal criteria —. 
similarly approved, and substantially concurs in 
the valuation level of the disapproved appraisal, or 


(c) he secures the authorization of the Chief 
of the Land Acquisition Section to proceed to trial 
or settlement on the basis of the disapproved ap- 
praisal. 


7. Appraisers should be selected, or approved: for - 
agency use, not only with respect to their competency and 
effectiveness as witnesses, but also with respect to their 
potential longevity and availability for the period required 
to bring the matter to trial. Appraisers should be evaluated 
periodically on the basis of their litigative success or 
failure; and no further use should be made of those whose 
appraisals have been repeatedly determined to be either too 


liberal or too conservative. 
Bak 0. ners © 


Assistant Attorney General 


November 22, 1968 oo PaS. 
“~ “(followed By G-1) ~~ 
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APPENDIX G 
TENNESSEE VALLEY AUTHORITY APPRAISAL 
REPORT FORMS 


index 


TVA Form 537 - Appraisal Report for Tracts 
containing less than 10 acres 


TVA Form 1489-1 - Land Acquisition Appraisal Report 
TVA Form 1504-1 - Right of Way Appraisal Report 


EXAMPLE APPRAISAL REPORT Tellico RESERVOIR 
_——— 


URBAN 


TRACT NO. TRTR- 1326 MAP NO. 13 R.7 TYPE OF ACQUISITION ree 
ADCORESS 


Vonore, Tennessee 


Bituminous - Esland Creek Road 


Pa eer ae Sree 
res) = AMOUNT ___ | 
2 ee ry 
Dwelling, 2-sto frame, metal roof |Trreg.38: a ere 6,900 
WU bee anon OO Sra eG 
fore) Of 12x40 Poo 


Pa PP epee I PO ee STEPS ee 
Ee Chicken house, frame 8 Eee | 
Be ouse traile 0x50 ‘00d 

a e 


*Item 6 value is not included in purchase price--see 
general remarks roraus 


ADDITIONAL IMPROVEMENTS 


Tovars 


18 TIMOER INCLUDED IN LanD Yes '7 NOT AMOUNT AS PER CRUsE | ot a. 
a A —_—_—_—— 
(VES OR NO) 
8 -- 
ee 


Gmano tora. *13, 


(E99 SALVAGE OF IMPROVEMENTS ACQUIRED IN rca? 125 


Exclusive of building as set out above euncnase emice *13,675 


Cancaa. mewanns: This ownership ig on the east side of Island Creek Road and inside the north 
city limits of Vonore, Tenneasee. The tract is improved with a large » Old, frame dwelling 
"su NEVENGS S108 Com A0nITTOwac mamenad or eopereme re edt ing 


187 cusex@P_2/5/GD wieco arenawan av 
eP Poy yy ata » AEVIGWING AePRAIDER 

zAD 2/6/69 4 

(a OY ce re 

OaTE t 

a 

— F EVER OY peepee < 
Yva aa BAD 1-0) oOava suPYv.oF AP enasar.s 


RED | Om ars Sod mare pra et nf geet NES eed ue peed — 


=XAMPLVE 
LAND ACQUISITION APPRAISAL REPORT 


OES, sh Mme Pe ee war NO,___( Number)” PRACT NO} ___(unber) 
eu Aaeazeh ADDAESS 
+ bas (Name) | (Address) 
X) RURAL FARM HUAAL NONFPAIM Ni 
rpese Farm Lad - o Quien 
VANS TO PROJECT SYMBOL TRACT NUMBERS AND ACKEAGE 
Symbol TOTAL 


TRACT ACQUIRED! 22.0) 


HEMALNDER 


ENTIRE UNIT 


SECTION | TOWNSIITP 


5 352.6 
KANGE | DISTAICT COUNTY CTATE 
-- Third Civil (tame ) (ame) 


PERSON ACCOMPANYING APPRAISER: (Name) j (Owner) 

Name) (Owner, Agent, Tenant, etc.) 
OWNER (J tenant (J manacza Go 
esenaces BY: OWNER () tenant (_] Manacer ia 


FECT OF ACQUISITION ON REMAINDER Acquisition of the tract leaves the remai 


vesidence is located, without support. The water source and -<axare are severed from the 


Continue on reverse side if necessary 


iv to steeply rolling wooded remainder. 


en ___(Name) c pee a eens Name 


HOAD TYPE (Paved, Gravel, Dirt, etc.) AND NAME, IF A 
(Town, state) | Paved State Read 136 


T suze, POINT Town, state Paved State Road 136 


seis 


RIVER. 


AY 


CHURCH Qak Grove aved County, Oak Grove Road 
Oak Grove Paved Courty, k Grove Road 
oS: PROPERTY RATING D: «TOPOGRAPHY E: DRAINAGE 
UniPAR LU A S =n , 
| RATING COMMUNITY AVG. BCBS ‘ ADEQUACY 
| ==. ji (2 op Pp) lanovelaue  lRelac| POSITION |Cleared |Wooded TYPE ACRES | (E,G,F,?) | 
f | { 
Sos a0 a | BoTTOH =| 47 57 
Cr x si (RE 9 1 
hee reins | | | sy HES| = 
ere) i S xX VALLEY {| 71 eer | Tl OPEN DITCHES) 250 | Pr 
i i ! | 
' P x | aon 5 | 26 ei NATURAL 103 CG 
: F xe MOUNTATR ==. b is= on 
— « | | t + 
1 * Es | eee ! ‘ 
E x HISCSUt |. ==5 See a= TOTAL 3 
| | AL | Ins r oa 
CG x TOT 255 98 353 INSUFFICIENT 


“:G2aBLE TOPOGRAPHIC FEATURES _The remainder is too steep for efficient cultivation, Two 


in the southwest corner of the tract acquired stand in water most of th 


j 2. DRATHAGE Overall drainage is adequate, but wooded areas ar and wet 

| : 

es EPccrei Mederate sheet erosion is evident. 

ie. ovenz_ys The river bottam is subject to short-term intermittent flooding from headwaters 
} 


Continue on reverse side :f necessary 


RATE (E) EACELELT (Gj GOOD (F) Faia (PF) 7008 REGATION TO SEVERANCE LINE: 
CONVE. “A nt {Above or Below) 


TRACT NO 


Number) 


| Tasture COKN HAY Tobacco 
| Cow/Acré/Dauys ITEM BU, TONS Pounds 


TOFOGRAP: 


ACRES POSITICN 
| First 
52.0 bottum 
i First 
60.0 | bottom 


EUNTInE UNIT 
SS a ae 
(% SLOPE) SOIL (COLOR AND TEXTURE 
QO - Brown silt loam 


| O- 5 | Brown sandy loam 


Second 
67.0 i bottom 


O2=—2 | Brown clay loam 


‘ei 


for 


apAp- [FERTILITY | 
varton_ !el or |p | 


Second 
2.0 | bottom 


64.5 | Valley” 0 - 10; Light brown clay loam 


QO - ig brown 10m 2 


Q - 10| Grayish brown clay loam 


TE? 
ba ses dm 
| 
= 
eS 


TVA 1589-2 (LA-4-67) 


10 - 20! Brown clay loam 


25 - 50| Brown clay 1 


including shrubs, trees, lawn, septic tankt, 


POTENTIAL 
HIGHEST AND BEST USE 


ote 


’ 
mao eis Note For major dwelling(s), also uttach form TVA 2636. TRACT NO. Yumber a 
Sar tie RE GEL =e = 
? : AnEA © |__MATERTAL i - BUELDINGS (CONTINUED) 
ecant Be MENS TON: | (9Q. FT.)[ Costa. | FOUNDATION Ss 
) 2 | ; DIMEN! fONe| (5Q BS EXPIRE UNITE ae 
Pont KIND, USE, STORIES, AREA =a MATERIAL ROOF CONBIT IG); 
ett BG ITEM NUNBER ROOMS, ETC. DIMENSIONS CONSTR, | FOUNDATION | TYrz/mMATL. [E | o[F [p 
1, heed 
53 x 78 Post Fg | 3 i Wood ; Shea 
— ———-~--}— Ganenate Shel, tractor YA ap ens Box Post Metal ial z 
oh x 91] 2 Block 1 Weed Concrete} Shed 
SRE 10 | Shop, blacksmith Aaa. al be Box block Metal x 
f. SLoraye 10 x 10} ar ak ake ; Metal é shed = iS 
Trrepulat ned, implemen Oo x 70 Pole | Post Metal | 4 
House, tenant, porch 7 x 16 2h x 36 i > ; a ! .0ck Concrete! Pyramid 
eh urphouse 8x9 | Masonry block % 
lort = 24 x 36 {Gable | [Block Concrete 
~ 9 ty Cc CK 
26 = 28 Wood Sh. carage, twoscar 2h x 2h Masonr block | Asph. Sh 
2 vorches 6 x 30 each Irregular Brich Gable 
ee, Y-story, 9-room | 36 x 36 Macon Concrete! Asph. Shi x 
300_[Prane | oo ae 
i 25 _| Smokehouse 1052 Box Post Aspa. Sn % 
fc]ConPINUED ON PAGE 3a Wood Shed 
16 | Shed, storage 12 x 30 Box Post Metal x 
Wood Shed 
5 be rm ree 2 
TRACT ACQUIRED 27_| Privy 5 x 6 Box Wood | Metel 
Wood Wood Shec 
POREWITAL HIGHEST 4D BESP USE 5-6 . ee 
2S | crib 8 x 20 Box skid Metal Ee 
19 | Chickenhouse 6 x 12 Box Post Metal eg 


TOTALS FROM PAGE 3A 


100 TOTALS 


© = ADDITIONAL IMPROVEMENTS 


STEN AXOUNT. 


3 
ee i50 


TVA 14BD-) (Laob~67) 


oy pes ee 


TVA 1489-30 (LA-4-67) 


TRACT NO, ( Muunber 


POPALAPERAIGED_AMO! 
sULRED HEMALNDER 
ACHES __4d 
race AVEKAGE | SEVERANCE | 
PEW ACHE! GALV. AMOUNT _|PER ACHE | DAMAGE |ENHANCE?GNT 
$ $ $ $ 
3,850 12h =< 2 


+ 6 4 RENE 


4 
9,525 307 2,500 sie 
= - PURCHASE PRICE GRAND TOTAL TRACT ACQUIRED © $6375 
GRAND TOTAL SEVERANCE DAMAGE (ADD) a OO 
GRAND TOTAL ENHANCEMENT (DEDUCT) == == 
Readjustment compensation for early 
possession of 37 acres 750 
Renlacement of water Supply = es OU 
OPAL eager Seer see 2 
GRAXD TOTAL SALVAGE (DEDUCT) = 425 
PURCHASE, PRICE Suess ava ene 89,700 


Discuss: 1) tract acquired, or if severed, entire unit, tract acquired, and 


—yezaincer; 2) nist reasons for severance damage; 5) discuss access problems, etc.’ 

the present owner, semi-retired, has not maintained 
Two areas near the center of the property are eroded. The buildings are old 
=intained. Woodland on the tract acquired contains a mixed stand of young hard- 

i chancaole timber was harvested approximately 15 years ago. Some 50 acres of the 
cajer wocced area is low and under water most of the year. 


re remainder has only three acres cleared. The rest is steeply rolling woodland 
The two-story brick residence is about years 
Butane gas is used 


Severance damage is paid for the following reasons: 
ae Acquisition or all the productive Yiver bottoms and terraces makes the income 


inadequate to support the 3l-acre remainder. 


2 the remainder is an unbalanced unit. 


3. Considerable home site preparation will be needed on the remainder. 


purchase price represents approximately 92 percent of the value of the entire unit. 


No salvage value is charged against buildings Nos. 1, 3, 4, 5, 6, and 8 because their 
Construction Ondition do not warrant a saivage fuction. 


a ace ee a Ade 


OSTINUED OW REVERSE SID 


Appraised By 


Tzped louse Appraiser Date BR Reviewing Appraiser 
Compared 3 
Final Cheek _. —— Revised By Sas 3 
Leased a a 
wedi Revioued by "re 
Date Supv. of Appraisals 


TVA 1889-4 (LAsb=bd) 


RIGHT OF WAY APPRAISAL REPORT 


Map No. _ GONR5S210161 R.0 Tract No. NJRCK-?1'/ 


Mailing Address 


District ounty 
Second Civil a Marion Tennessee 


[X] Rural - Farm ( gurai - vontarm [1 Urban 


A - GENERAL INFORMATION 


aisal Conforms to 


nPeT. 
approval Dated: ae 


Freject Number Project Name 


69-2105 Hozjaw Valley Ri Ni i 
‘oad n Ser. 
ETT Nickajack Reservoir 
(Date of Approval) 0:86 TYPE OF ACQUISITION [_j Fee Easement 
Estimated Acreage Remaining Outside Right of Way: 
Left Side 0.05 <2 Right Side 70.06 
DISTANCE TO South Pittsburg, Tennessee (Major Community) ie mais a flew ae i 
, < jew Roa 


B - LAND IN RIGHT OF WAY 


Percent Soil FPertilit A 
. of Spe 
Position (Color & Texture) | (E,G,F,P) tacien 


Hill Land Brown cobbly loam 


C - 
LAND AMOUNT... ......:.... Easement is 100° percent of Total Land Amount, or $475 


(Explain under General Remarks) 


D = TIMBER: «05 ss jo) wis aye! 6 os © «Appraisal \Nethod, Estimate $ Included 
ee es a 


Salvage Total 
Amount Amount 


b 
' 
‘og 
sy 
B 
| 
Gi 
n 
oO 
4 
a 
i 
A 
le} 
my 
= 
i= 


oe : KIND Area 
Item Use, Stories, Rooms, Etc. Dimensions (Sq ft) 


Cabin, log, two-room 6 x 30 80 


areas Fea) See Os 


TOTAL ADDITIONAL IMPROVEMENTS 


G = NECESSARY FENCING FOR KEW RIGHT OF WAY 3 
7 Steer head 


SVS 1504-1 (La-6-67) 
nk 


H - DAMAGE OUTSIDE RIGHT OF WAY 


, Tract No,__NJRCR-217 


Eayiain and evaiuate, separately all sources of damage to remainder caused by Specified use of 
rignt of say. Include effects of (a) hignway drainage, (b) severance of pasture from water, 
(ce) deep cuts or high fills, (d) separation of improvements by right of way, (e) any changes in 


Toad access. 


Damage is allewed tor the isolation of 0.05 acre in th 


the cwnership. , Doe 


Date of Field Inspection Date 


Appraised (Name) 


(Appraiser) (Date) 
Reviewed Name ite ie Rae 
(Reviewing Appraiser) (Date) 
Revised 
(Appraiser) Date 
Approved: 


Reviewing Appraiser 


Supv. of Appraisals 


J - GENERAL REMARKS 


Shis ownership is ina 


tential residential area just west of Nickajack Dam. 


TOTAL AMOUNT OF DAMAGE $ 25 


I ~ RECAPITULATION 


Damage 


Less Total Salvage 


ARGHASE PRICE 


Hogjaw 


Valley Road bisects tne property and affords approximately 0.7 mile of road frontage. 


Tne easement tract fronts 325 feet on the west side of Hogjaw Valley Road, a bituminous 
surfaced county road, 550 feet souta of tne junction witn State Highway 156. Tne affected area 


is stony, moderately rolling, wooded hiilside. 


Elevation cf the land ranges from zero to six feet above the existing road. The woodland 
includes a young growth cf miscelianeous hardwoods and scattered pines ranging to four inches 


in ciameter. 


2st Cneck DH 7-5-69 | other taan tne 5 


G- 9 


a The sand amcunt is 100 percent of easement value because tne 
pase <Ads euUate following factors preclude usage o> the right of way for ail purposes 


i. The easement is permanent, 


2 Fencing as required tO contain tne livestock. 


ew fencing, :or wnich compensation 16 included, is 30-inch woven 
wire and three strands of barbed wire on cedar posts 10 feet apart. 


o- Continusd_en Reverse Side 


Item Amount 
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APPENDIX H 


BUREAU OF LAND MANAGEMENT 
DECISION ON PROPOSED 
PRIVATE EXCHANGE, ARIZONA 
635766, FEBRUARY 12, 1969 


McCulloch Properties, Irc. 


McCulloch Properties, 


Office, dated February 8, 196 
private exchange, under Section 
for the reason that the fair ma 
namely $1,735,000, 
namely $770,000. 


exceeds the 
The decision allows the applicant 
by offering more private land or eliminating some 0 


UNITED STATES 
DEPARTMENT OF THE INTERIOR 
Bureau of Land Management 

Washington D.C. 20240 


DECISION 


oe ee 


Decision Affirmed 


————— 


In reply refer to: 
704 
Arizona 035766 


February 12, 1969 
CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 


Private Exchange 


Inc. has appealed from a decision of the Arizona Land 

8, holding for rejection its application for a 

8 of the Taylor Grazing Act, 43 U.S.C. 315g, 
rket value of the selected Government lands, 
fair market value of the offered private lands, 
to amend its application 
f the public land from the 


selection, or both, in order to equalize the land values, : 


The appellant submitted an appraisal of t 
Allied Property Analysts of Los Angeles, 
and a favorable review of that appraisal by 
Phoenix, Arizona, dated November 1, 1966. 


he offered and selected lands by 
California, dated March 28, 1966, 
Jenkins, Davenport and Hugh of 
The Bureau of Land Management 


retained the appraisal firm of J. Leslie Hansen and Son of Phoenix, Arizona 


and this appraisal report i 


gs dated August 27, 1967. 


Allied Property Analysts conclusions of value are as follows: 


Selected Lands 


Totals 


Offered Lands 


Totals 


Parcel No. 
5 


6 
8 
9 
10 


Parcel No. 


sf Wh PE 


Acreage Valuation 
2.58 20,790 
25.23 203,290 
320.00 629,135 
640.00 960,710 
320.00 447,180 
1,307.81 $2,261,105 

Acreage Valuation 
61.17 422,100 
12.63 87,155 
1.19 8,210 
3.11 21,460 
250.00 1,562,365 
328.10 2,101,290 

H-.2: 


) 


The Davenport firm submitted the following conclusions of value: 


Parcel 
Selected Lands umber 
5 
6 
8 
9 
10 
Totals 
Parcel 
Offered Lands Humber 
1 
2 
3 
4 
é 7 
Totals 


The Hansen firm submitted the f 


: Parcel 
Selected Lands Number 
5 
6 
8 
9 
10 
Totals 
Offered Lands 1 
2 
3 
4 
7 


Totals 


The appellant alleges as follews on appeal: 
1. The Hansen appraisal of Parcel No. 7 is erroneous. 


2. The Hansen appraise] of Parcel No. 7 is inadequate 


Acreage 
2.58 


Acreage 
2.52 


25.5 
320.00 
640.00 
320.00 

1,308.02 


61.17 
12.63 
1,19 
3.11 
250.00 
328.10 


Per 

Acre 

$6,161 
6,161 
1,405 
1,081 


1,153 


im that it hed failed to consider certain factual 
data prepared by the Tri-County Engineering 
Corporation of Arizona, which is the engineering 
firm of record for the Lake Havasu Irrigation 
and Drainage District and other Districts. This 
omission is material because the Hansen appraisal 
“has attributed a lower value to Parcel 7 because 
of the high cost of development of this land." 


Be3.. 


, Yaluation 


155,926 
449 ,614 
962,131 
368 , 846 


$1,666,517 


Valuation 
433,381 


89,478 
8,430 
22,025 
1,279,830 
$1,833,144 


Valuation 
No Value 
$215,000 
320,000 
800, 000 
400,000 
$1,735,000 


365,000 
No Value 
30,000 
No Value 
375,000 
$770,000 


Sa fete 
sie 7 


& Sheen eae Be 


y uD 


3. Parcel No. 7 should have a value of approximately 
$4,800 per acre after deductions for access and 
flood control works. 


The appellant had also requested that in view of the major discrepancies in 
the fair market value arrived at by the appellant's and the Bureau's appraisers 
that action on the appeal be deferred until the appraisals are reviewed by the 
American Institute of Real Estate Appraisers. As an accommodation to the 
appellant no further action was taken from March 1968 to date, on the merits 

of the appeal. However, since the American Institute of Real Estate Appraisers 
has recently advised this Bureau that the review of its member's appraisals is 
not one of its normal functions, no useful purpose would be served by any 
additional delay. : : 


Although the appeal is limited to the appellant's Parcel 7, it is essential 
to discuss the values of the Government's Parcels 8, 9, and 10 in order to 
make a proper comparison of the respective values of these large blocks of 
raw undeveloped lands. 


The Allied Property Analysts’ report states that its assignment “has been to 
prepare and present a market value appraisal” of the unimproved offered 

and selected lands. This appraisal report uses the developmental residual 
method of appraisal and not the market data method. This is a reason for the 
wide area of disagreement between the appellant's and the Bureau's appraisal 
reports. Aside from the methods of approach, there is a basic omission of 

fact that requires comment. Under the caption "Access", the appellant's report 
states that: 


Parcel 7 is not accessible, at the present time, via 
any well maintained roads. However, the proposed 
State Highway is scheduled for completion by June of 
1967. 


The report fails to state that Parcel 7 lies approximately one-half mile south 
of the proposed highway over rough terrain, and, therefore, even when that 
proposed road is completed Parcel 7 will still be inaccessible; Nor, does this 
important fact appear to have been considered by the appellant's appraisers in 
setting the acreage value of Parcel 7. 


Under the caption "Appraisal of the Subject Properties" the report states that: 
In order to determine the market value of the subject 


properties at highest and best use, we have employed 
the development residual approach to value. * * * 
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The report also states that: 


We have employed the market data approach to value. This 
approach involves the use of data of all kinds to find 
similarities between the property being appraised and 
similar properties which have been sold, or are offered 
for sale on the open market. * * * 


A thorough investigation has been made of all transactions 
regarding the sale or offers to sell residential and 
commercial lots in competitive developments in close 
proximity to. the Colorade River. 


It is noted that the market data approach to value is not supported by any 
facts or figures of comparable sales of raw undeveloped land that support 
the conclusion. For this reason, the conclusion of this appraisal as to 
“developed lots" are without probative value. Furthermore, "Table 1 Compa- 
rable Lot Sales - Lake Havasu City, showing the number of lots in eleven 
separate tracts, the number of lots sold therefrom, the average sale price 
of each, and the percent of tract sold, has absolutely no relevancy to the 
market value of raw undeveloped land, and, that is the only issue involved 


in this case. 


As to the developmental residual approach to value the appraisal report 
contains these initial premises of Gross Return from Lot Sales: 


Parcel 7, 1.5 lots per acre x 250 x $11,000 per lot $4,125,000. 
Parcel 9, 1.5 lots per acre x 640 x $5,000 per lot $4,800,000. 
Parcel 10, 2.5 lots per acre x 320 x $3,500 per lot $2,800,000. 


This report does not show why every lot of Parcel 7 is worth so mich more 
than each lot of the Government's Parcels 9 and 10. Therefore, since the 
conclusions of value supporting the developmental approach are predicated 
upon unfounded premises, no probative value can be accorded them. 


The Davenport appraisal contains the following description of the terrain 
of the lots containing 250 acres or more: 


Parcel 8 includes two rather large, high knolls that 
encompass the greater portion of area in this parcel. 
The balance of area is rough. 


Parcel 9 includes several almost canyon type washes 
that extend thru the parcel. These washes appear to 
range from 50 to 80 ft. deep, and as mich as 300 ft. 
to 500 ft. in width in some areas. 


Parcels 7, 8, 9 & 10 require special equipment for 
physical inspection. Under present road conditions, 
Parcel 9 is the only one of these four parcels that 
could be reached by average car equipment with a 
minimum of 11 inch axle clearance. 
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It appears that Parcel 7 is typical as to terrain to most 
of the surrounding area, as it was in and around the golf 
course area prior to development. 


Parcels 8 & 9 will require tremendous costs to prepare to 
useable condition and will yield a minimum of lots. 


Parcel 10, although very rough, appears to have consid- 
erably fewer problems than Parcels 8 & 9. 


The Davenport sppraisal also states that: 


(4-b) Parcel 7 has 250tacres. When developed these lots 
are estimated to sell in a range of $8,500. to $11,500. or 
an average of about $9,500. per lot. This area is close 
to the lake and in good proximity to the golf course and 
more active portion of the City. 


* * * _* * 


(4-d) Parcel 8 contains 320facres located approximately 

53 miles East of the Lake Shore. The large high knoils 

and adjacent foot-hills almost encompass the entire area. 

To make this area useable even as view sites will require 
tremendous costs. However, when and if this is accomplished, 
it is estimated that the lots will range from $9,000. to 
$12,000. per lot or an average of $10,500. per lot. 


* * * * * 


(4-e) Parcel 9 contains 640 acres. This section is very 
rugged with a large knoll along the East side that extends 

to approximately 1600' in contrast to the portion considered 
as average grade at 1200' tp ;300'. There are several large 
canyon type washes that extend from the approx. East boundary 
line to the West boundary line. If portions of one of these 
washes is to remain as permanent drainage, it would reduce 
the overall area considerably. 


This project will entail a very sizeable cost to prepare for 
residential use. The general elevation is such that average 
to good view sites can be arranged. The estimated price range 
of lots subject to acceptable use will range from $3,000. to 
$7,000. or an average of $5,000. per lot. 


* * & * . 3 
(4-£) Parcel 10 has 320tacres. This parcel has rough 


terrain with one sizeable wash extending from east to west 
located in the north half cf the parcel. The general grade 
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ranges from approximately 820' at the southwest to about 
1025' at the N.E. This land would not be as difficult 
to arrange for residential use as Parcels 8&9. How- 
ever, at this time there would be problems getting 
equipment to the area and the costs would be a consid- 
erable factor. This land is about 3 miles east of the 
water front and four miles north of the Center of the 
City. 


The estimated range of prices of lots developed for 
residential use would be from $3,500. to $5,000. per 
lot or an average of $4,000. per lot. 


CONCLUSION: To my knowledge there is no project to 

refer to for comparative purposes that would remotely 

be considered typical to Lake Havasu City. Therefore, 

the history of the subject as to area, sales, locations, 
inclusions, times, programs, projections and administration 
is the most practical source for estimating the values 

of lands in this assignment. 


* * * * * 


Although the appraisal report states that Parcel 7 is "close to the lake and 
in good proximity to the golf course and more active portion of the city", it 
also states that "Parcel 9 is the only one of these four parcels that could 
be reached by average car equipment with a minimum of 11 inch axle clearance. 


Hansen's appraisal, on the other hand, describes the terrain features of the 
four lots as follows: 


Parcel Seven is very rugged, rocky and difficult to reach. 
While its water proximity is the best of the four larger 
properties, the terrain will make its development both 
costly and difficult. 


Parcel Eight has a number of volcanic hills on it. The 
land surrounding the hills, however, is quite flat. This 
land, and the lower portions of the hills, can be developed. 
The upper elevations of the hills will be almost impossible 
to use. 


The terrain of Parcel Nine is quite rolling, although there 
is no rockiness or hilliness. Some parts of it will have to 
be developed with care although almost all of it can be used. 


Parcel Ten has the best terrain of the last four properties. 
Its view of the lake is good. There are two detrimental 
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influences, however; the city dump and a steel towered 
electric transmission line. Where these not present a 
higher per acre value, probably the same as Parcel Seven, 
would be ascribed. 


Mr. Hansen also had this to say about Parcel 7, in a letter to the Bureau, 
dated November 9, 1967: 


* x * * * 


As to Tri-County's letter or October 30, 1967, I take 
categurical exception to parts of paragraph 3. I can- 
not say there is no terrain in existing Lake Havasu 
City as rough, rocky, or rugged as this inaccessible 
parcel. However, there is certainly no piece of 250 
acres which is this rough, let along rougher. 


* * * * * 


In my inspection of the ten subject properties I was 
guided by an employee of Tri-County. Because of the 
extremely rugged terrain we spent almost as much time 
inspecting, or I should say trying to inspect this 
particular parcel as we spent on the other nine. We 
had to use:a sand buggy, as a four-wheel drive vehicle 
simply would not do the job. At that we were able to 
only reach part of it, although we saw almost all of it. 
In the process we broke the front wheel suspension of the 
sand buggy, and had to use a four-wheel drive vehicle 

_for the rest of the trip. We were able to do this most 
satisfactorily, although this same vehicle would never 
have gotten us over Parcel Seven. 


* * * * Hl * 


This appears to indicate that closeness to the lake and proximity to the golf 
course is of minor value if neither advantage can be realized without tremendous 
development costs. 


In view of the foregoing, this mich is apparent; even if Hansen's appraisal 
report were to be disregarded, the appellant's appraisal reports are nct of 
sufficient probative value to entitle it to a reversal of the Land Office 
decision. 


Nevertheless, the Hansen report is relevant to the issues of value in this case. 
The report states that: 


We have found a considerable amount of recent market data 


near the Colorado River and its lakes. Prices near Bullhead 
City, Katherine Wash, Lake Havasu City, and the Parker Strip 
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have been increasing rapidly. The prices around Lake Havasu 

City as well as in other areas with some degree of comparability. 
Sales in the city itself are also included. While sales directly 
comparable to all ten properties were not found (they simply do 
not exist) we feel that, with appropriate adjustments, the data 
is adequate for its intended purpose. 


This statement varies from the foregoing statement of "conclusion" made by 
Davenport and the follcwing statement made by Allied Property Analysts, in a 
letter dated January 30, 1967: 


* * * * * 


The utilization of the market data approach to value is, in 
my opinion, not germane in this instance because of a 
complete lack of comparable situations. * * *, 


The Hansen report, on page 40 thereof, contains the following statements: 


A check of the records plus an investigation in the area 
reveal a considerable number of sales along the Colorado 
River in western Mohave County. The most pertinent of 
these are quoted hereinafter. By comparing these with 
our ten subject properties, adjusting for the advantages 
and disadvantages of each, an opinion of walue can be 
derived. 


Sales #1 through #9 are in the general vicinity of Davis 
Dam. A resume of this data, plus a map showing their 
location, is found after Sale #9. 


Sales #10 through #13 are lot sales in Lake Havasu City 
itself. We have not included a sales map for them. 


Sales #14 through #23 are the more significant trans- 
actions. These are the acreage sales in the general 
vicinity of Lake Havasu City. Some of them in fact 
adjoin the city. : 


#24 through #26 are acreage parcels being offered for 
sale currently in the area. There being so little 
privately owned land available, these are the only offers 
for sale that we encountered. 


Sales #27 and 28 are in other locations. They have even 


less significance to the valuation problem at hand than 
do Sales #1 through #9. 
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The next 53 pages of the Hansen appraisal report list the market data of 
the 28 sales item by item. It also states that commercial lots were 
included in his appraisal only because those particular tracts are larger 
than the others and, therefore, more significant to the valuation problem 
at hand. : 


Hansen's appraisal report, pages 98, 99, and 100 concludes that: 


Of the larger acreage parcels Parcel Seven has the 
poorest topography. Jt is rocky, rough, and cut by 
large arroyos. Also it is the most inaccessible 
because of the very rough terrain which must be 
traversed in order to reach it. This situation 
will be alleviated somewhat when State Highway 95 
is completed. However,one-half mile of rugged 

land will separate it from the new road. 


The factor about Parcel Seven which is its chief 
advantage is its proximity to the water. Were the 
terrain of the land less challenging, and the 
problem of accessibility not so acute, this Land 
would be worth a mich higher per acre figure. 


Parcel Eight is the next most rugged terrain because 
of the cinder and basalt volcanic hills which lie on 
it. Strangely enough, the portions of Parcel Eight 
which are not covered by these volcanics (about half, 
or perhals slightly more) are about 4s smooth as any 
of the land on the other acreage parcels. While the 
development of Parcel Eight would be complicated by 
the terrain, there could be some nice hillside view 
lots developed thereon. 


Sales #15, #16, #17 and #23, at prices of $1,000, 
$1,500, $1,800 and $2,000 per acre, are the most 
pertinent to the valuation of Parcels Seven through 
Ten. The necessary upward time adjustment is shown 
by their chronological arrangement. Considerable 
size adjustment is necessary as Large parcels tend 

to sell at lower unit prices. Our subject properties 
range from 250 acres to 640 acres, while the largest 
comparable is 80 acres. The locations of the subject 
properties, mostly because of their proximity to the 
city, are better than the comparables. Considering 
all factors, a value range of $1,000 to $1,500 per 
acre is indicated for these four larger properties. 


Despite its poor topography, the lake proximity makes 
Parcel Seven the most desirable of the four. Also it 
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is the smallest; however the difference in size between 250 
and 320 acres is negligible. A value of $1,500 per acre is 
indicated, 


Parcel Eight must be rated the lowest of the four, principally 
because of the topography. Also its location is certainly no 
better than the other three. A value of $1,000 per acre is 
indicated. 


Parcel Nine has the advantages of proximity to existing 
development, Its terrain is going to be costly to develop. 
Also it is the largest by double. Were it not for the 
adverse influence of the dump, and to.a lesser extent the 
power line, Parcel Ten's value would compare to Parcel 
Seven. However, I feel that Nine and Ten should be 

valued at an amount between Seven and Eight. Values of 
$1,250 per acre are indicated for these two parcels. 


Gontrary to the appellant's contention, the Hansen report does not attribute 

a lower value to Parcel 7 because of the high development cost of this land. 
The reason for Hansen's lower appraisal value is that compared to other sales 
of large blocks of raw land, the values of Parcels 7 through 10 are comparable. 


_ Therefore, since the Davenport appraisal sets the value of Government Parcels 


8, 9, and 10 at between $1,081 and $1,405 per acre and the Hansen appraisal 
sets the values of the same 3 parcels at between $1,000 and $1,250 per acre, 
then the Davenport appraisal of Parcel 7 at $5,119 per acre, as compared to 
Hensen's appraisal of the same Parcel 7 at $1,500 per acre ia erroneous. 


Finally, the residual development method of appraisal is not as applicable 
as the market data method in this case because, the former method requires 
too many assumptions thet are too difficult to substantiate. This is 
particularly true of the assumption that Parcel 7 will sell for $11,000 
per lot. On the other hand the market data approach establishes that 
$1,500 per lot more nearly reflects the selling price of similar lands. 


Accordingly, the decision is affirmed. 


McCulloch Properties, Inc. is allowed the right of appeal to the Secretary 
of the Interior in accordance with the regulations in 43 CFR Part 1840. 
See enclosed Form WO 1844-1 and Circular 2137. If an appeal is taken it 
must be filed with the Director, Bureau of Land Management, Washington, 

D. C. 20240. The filing fee will be $5. In taking an appeal there mst 
be strict compliance with the regulations. If an appeal is filed the 
appellant will have the burden of proving, by presenting positive and 
substantial evidence, wherein the decision appealed from is in error. 


Chief, Branch of Land ES: 


Office of Appeals and Hearings 


Enclosures 2 6PO 96-510 
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OTHER PUBLIC LAND LAW REVIEW COMMISSION 
STUDY REPORTS AVAILABLE 


From the Superintendent of Documents, Government Printing 
Office, Washington, D. C. 20402 


Digest of Public Land Laws. Prepared by Shepard's 


Citations, Inc., of Colorado Springs, Colorado, 
1968. $6.50 


History of Public Land Law Development. Written by 
_. Professors Paul Wallace Gales of Cornell University and 


Robert W. Sweiison of the University of Utah. 1968. $8.25 
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From the Clearinghouse for Federal Scientific and Technical 
Information, United States Department of Commerce, Spring- 
field, Virginia 22151 : 


Clearinghouse prices for these reports are based upon the 
number of volumes into which each report is divided, indi- 
cated for each report in the following listing.- Price: 
$3.00 per volume for paper printouts; $0.65 per volume 
for microfiche. x 


Federal Legislative Jurisdiction. Prepared by the Land and 
Naturel Resources Division, United States Department of 


- Justice. Revised September 1969. One volume. Order number 
PB 185 920. ‘ ; 


Study of Withdrawals and Reservations of Public Domain Lands. 
Prepared by Charles F. Wheatley, Jr. Revised September, 1969. 
Order numbers: PB 187 002, P B 187 003, P B187 Gok. 


. Administrative Procedures and the Public Lands. Prepared by 
The University of Virginia, School -of Law. Revised 
September, 1969. One volume. Order number: PB187 205. 


Fish and Wildlife Resources on the Public Lands. Prepared 
by the Department of Fishery and Wildlife Biology, Colorado 
State University. Revised September, 1969. Two volumes. 

Order number: P B 187 246, PB187 2h7. ay PR 


Ort 
1 Ge 


Bureau of Land Mana 


y 


“| State Land Resources and Policies. 


Public Land Timber Policy. By George Banshaf & Company, Mil- 
waukee, Wisconsin. Published in four volumes » Nos. PB 187 728, 


PB 187 729, PB 187 730, PB 187 731. 


Federal Public Land Laws and Policies Relating to Intensive 
Agriculture. Resources portion by South Dakota State University. 
Legal portion by Kronick, Moskovitz, Tiedemann & Girard > Sacra- 
mento, California, Published in four volumes. Legal portion, 


. Volume I, No. PB 188071; resources purtion, Volumes II, III, and 


IV, Nos. PB 188 062, PB 188:063, PB 188 064, 


Development, Managment and Use of Water Resources on the Public 
Lands. By Charles F. Wheatley, Jr. Washington, D.C., Charles 

E. Corker of the University of Washington, Thomas M, Stetson, San 
Francisco, California, and Daniel J. Reed, Los Angeles, California. 
Published in two volumes, Nos. PB 188 065, PB 188 066. 


Outer Continental Shelf Lands of the United States. By Nossaman, 
Waters, Scott, Krueger and Riordan, Los Angeles >» California, 
Published in six volumes, Nos. PB 188 714, PB 188 715, PB 188 716, 
PB 188 717, FB 188 718, PB 188 719. : 


The Forage Resource, By The University of Idaho, Moscow, Idaho. 
Published in four volumes, Nos. PB189 249, PB189 250, PB 189 25L 
PB189 252. : 


Regionel and Locel Land Use Planning. By Herman D. Ruth & Associates, 
Berkeley, California. Published in four volumes, Nos. PB 189 410, 
FB 189 411, PB 189 412, PB 189 413. . 


Study of the Impact of Public Lands on Selected Regional Economies, 


By Consulting Services Corporation, Seattle, Washington. Revised 
November 15, 1969. ‘Published in one volume, No. PB 190 16h, 


Land Grants to States. By Commission Staff. Published in one volume, 
No. PB 191 879. 


By Commission Staff. Published in 


one volume, No. PB 192 452. 
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